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TERRORISM FEDEXAL REPUBLIC OF GERMANY 


COOPERATION BETWEEN RIGHTIST, LEFTIST RADICALS VIEWED 
Hamburg DER SPIEGEL in German 8 Dec 81 pp 61, 63 


[Text] It was the customary sight presented by neo-Nazis. Lressed up in black 
helmets and top boots, leather belt and khaki shirt, five rightwing extremists 

marched through the center of Osnabrueck late at night. At a concrete pillar at 
the Chamber of Industry and Commerce they stopped briefly and did some painting. 


What was visible on the following day as the result of the nocturnal action did not 
fit into the pattern of the rightwing extremists. "Death to fascism--BWK [League 
of West German Communists]" were the words, and "Down with the ban on the KPD 
[German Communist Party].” 


These were the results of an old coalition that is new on the West German radical 
scene: Members of the extreme rightwing "Popular Socialist Movement of Germany / 
Labor Party" (VSBD/PdA) are painting red slogans for the extreme leftwing competi- 
tion, which gladly reciprocates. 


A few days later, comrades from the "League of West German Communists" (BWk) spray 
painted on a wall at the University of Osnabrueck the VSBD couplet “Blood must 
flow, plenty of it and thick, we shit on the freedom of the Jewish republic." In 
Rinteln members of the "German Communist Party" (KPD) wrote "Out with the Jews" on 
the railroad station entrance. 


It comes as a surprise for BfV [Federal Office for the Protection of the Constitu- 
tion] officials that right- and leftwingers from the most extreme fringe of the 
political spectrum are making common cause. In several cities in the FRG, mainly 

in Lower Saxony, but also in Bremen and Cologne for example, these small radical 
groups on both sides are reaching an understanding in more than just daubing slogans 
on walls. One VSBD local leader from Cologne said: "Our cooperation is successful 
in other ways as well." 


The head of the north German Popular Socialists, Volker Heidel, who likes to take 
his leave by saying "Sieg Heil," explains what this is to lead to: "Our common 
goal is the destruction of society. We want to develop a basic strategy of resis- 
tance and liberation. Any teans is justified to remove this system." 


The threads from the left to the right have been tied for a long time. Some of 
those in the VSBD like "the excellent informais°* service of the Communists, we 














acknowledge that with no feelings of jealousy" (a neo-Nazi from Cloppenburg). Some- 
times snippets of information can be gathered, for example at meetings in the 
Osnabrueck pub "Gruener Jaeger,” were both groups gather: "About BEV people” 
possibly, "the cars they drive and what they look like." There are discussions 
about acquiring weapons” and the "planning of attacks." 


The other side, as the Osnabrueck League of West German Communiets admits, is 
impressed by "the force" and "determination" of the Popular Socialists, particularly 
of the "Young Front," the VSBD youth organization. 


When members of the Maoist BWK started a fight with DKP Communists loyal to the 
Soviet Union in Hanover recently, Popular Socialist gangs came to the aid of the 
hard-pressed followers of Mao. As one of the neo-Nazi described it, "When it 
started, we were standing united with the BWK, lined up against the Bolshevists” 
--yntil the police broke up the curious skirmish. 


In the meantime, extreme rightwing comrades of the VSBD and the Young Front are 
learning from BWK comrades "how to manufacture Molotov cocktails and the use of 
dynamite in pipe bombs, for there are different ways of detonating it." And, 
Popular Socialist Heidel says, they noticed that "we are not so far apart ideolog- 
ically." 


What Ernst Roehm and Gregor Strasser preached in the early 1930s as "representatives 
of the anticapitalist wing of the NSDAP," according to Heidel, is "actually very 
close to communist thinking." The neo-Nazi says admiringly: "We would gladly 
subscribe to a great deal from the KPD program, and it's an old VSBD truth that the 
capitalist vultures are only worried about their profit." 


Extremists, in the opinion of one BWK man, should come together "more closely." 
Because "if splinter groups fight one another and work against each other,” he 
cautions, "who is the third party standing on the sidelines laughing?" 


The slogan painting is already being carried out shoulder to shoulder. At the end 
of October in Lower Saxony this couplet appeared on house walls and on fliers: 
"Buback Ponto Schleyer, the next one is a Bavarian." A red star and the Celtic 
cross of the neo-Nazis both adorned this little rhyme. 


9581 
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TERRORISM ITALY 


MAKNO OPINION POLL ON TERRORISM 
Rome L'ESPRESSO in Italian 10 Jan 82 pp 6-9 


‘Findings of ESPRESSO-Makno poll on attitudes toward terrorism plus 
interview with Turin Public Prosecutor Maurizio Laudi, by Maurizio 
de Luca} 


(Text | The kidnaping of Jimmy Dozier shows that terrcrism is 
something we shall have to learn to live with. Makno 
conducted a poll for L'ESPRESSO that tells us how we 
are going about doing that. Many of the responses are 
disturbing and worth thinking about. 


MILAN. The kidnaping of NATO General Dozier, which touched off the 
Red Brigades' [BR] winter campaign, also marked, thanks to the na- 
ture of its target, a qualitative leap in terrorism in Italy, provid- 
ing us with grim confirmation that it is a phenomenon we shall have 
to learn to live with. Actually, though, we have already got used to 
it. We get this message very clearly from the answers to the ques- 
tions asked in the poll the Makno organization conducted for ESPRESSO 
on a representative sample of the population over 15 years of age. 


When it comes to figures and dates, Italians are not very well in~ - 
formed. Questioned about the number of murders committed by beth 
rightist and leftist terrorists from 1970 to 1980, they gave uncei- 
tain and widely disparate replies ranging from fewer than 5 (2.1 and 
1.1 percent of responents, respectively) to a number between 200 and 
500 (16.7 and 12.1 percent) and even between 500 and 1,000 (7.8 and 

5 percent). Similarly, very few knew when the Red Brigades issued 
their first call to action: some say 1970 (24.1 percent), some say 
1968 (11.5 percent), some say 1972 (13.7 percent) and some say as 
lately as 1977 and 1978. But offsetting this paucity of information 
there is personal experience. Jtalians have had time to feel ter- 
rorism as a fact and as an issue, to think about it, and to form 
opinions. The responses that express merely a feeling are a minority 
vis-a-vis those that reflect more than a snap judgment. 


This is shown very clearly in Table A, which reflects the variety of 
opinion on the nature and aims of leftist terrorism. , Emerging with 
total clarity from the yes-or-no answers to the question is the fact 

















that Italians put very Little stock in the notion that leftist ter- 
rorism is something subject to no influences and linked to nothing 
other than itself. Only 10.1 percent actually believe that it is an 
"autonomous and Italian" phenomenon; and it is interesting to note 
that this view is encountered most frequently among the young (14 
percent) and the very young (15-1 percent). Our fellow-citizens put 
equally little stock in the idea of a conspiracy among the secret 
services, much less in the theory of an American master hand behind 
it all.(3.3 percent) or in any crucial aid from Libya (3.7 percent). 
On this point, it is somewhat humiliating to find how little impact 
some images projected by the mass media produce; seeing how the 
"madman" Qaddhafi, constantly painted as the evil spider who spins 
the webs of international terrorism, especially terrorism in Italy, 
is perceived by Italian public opinion as pure and white as the dri- 
ven snow. Another matter entirely is their evaluation of the USSR. 
We found 11.4 percent of respondents convinced that the KGB's paw- 
prints are all over the BR and the other leftist groups; and almost 
one elderly Italian in 4 (better than 22.4 percent of respondents 
over 55) is of that view. 


fn our overwhelming majority, though (39.8 percent), we believe that 
terrorism here is somehow linked with foreign terrorist groups: most 
likely to hold that opinion are those of us between 35 and 44. Also 
substantial and quite significant is the percentage of Italians (16.6) 
who believe that some quarters of government are in cahoots with the 
terrorists. 


This balanced and prudent image is apparently contradicted by the 
figures in Table B, which tells us that 51 percent of all Italians be- 
lieve that the Red Brigades are "the tools (knowingly or unknowingly ) 
of some higher-up manipulator." Actually, the interviewers made it 
quite clear to respondents that the object of their answer was to be 
the individual BR member, as a subjective and existential person. So 
the apparent contradiction collapses; and we see the emergence in 

the public consciousness of the BR member as an object of pity, as 

one who is also a victim (at least inside the Red Brigades) of a sys- 
tem of command that makes him a tool and oppresses him. 


This is something new and interesting, because in the polls taken be- 
fore now Italians showed very little disposition to distinguish among 
echelons of command and obedience in terrorist organizations. Only 
now is the political image of the phenomenon beginning to separate 
itself from the social image: we glimpse a structure, some central 
power that commands and rules, that is the fruit of international 
links, of subversive ideology, of provocation from the state, and of 
a touch of Russian espionage: and beneath that we glimpse the human 
condition of the terrorist as a tool in the hands of others. A poor 
infantryman in another dirty war: under orders, trained and brain- 
washed, and also brutalized and exploited. 


Table B also shows us some disturbing nints. Asked for an opinion 
(even a yes-or-no answer) about the Red Brigades, Italians are split 
into three opinion groups. The biggest (53.7 percent) consists of 











those whe think they are dangerous murderers (30.9 percent), or a 
lot of madmen (22.8 percent). Not quite so numerous are those who 
see them as "poor tools manipulated from above" (51 percent). But 
it is disquicting to find hat more than a third of respondents 
voiced not altogether unfavorable opinions of the BR. 


There is in fact an anything but negligible group (9.5 percent) with 
very sharp peaks among 20-year-old students (21 percent) that per- 
ceives, as the Makno analysis puts it, "if only ideally, the revolu- 
tionary point of view the BR support and express in their political 
practices." To this opinion group must be added another very large 
one (31 percent) of Italians who, substantially, quarrel only with 
the methods the BR terrorists use, asserting that "they are pursuing 
a just end with wrong means." Their percentage is almost identical 
with that of those who see the BR as "dangerous murderers." The 
diversity lies in the age structure of the groups. Critical only of 
terrorist means are mainly the very young (37.7 percent) and the young 
between 35 and 44: branding the BR as murderers are respondents 
over 35, with a peak (45.1 percent) in the 45-to-55 age group. 


An analysis of these value judgments would require, for any real depth, 
additional surveys using cross-questions: ‘ut as of now we can say 
without fear of error that something is changing, and changing radi- 
cally, in the nation's opinions with regard to terrorism. Its dtra- 
tion (already the equivalent of what the economists call the medium- 
to-long-term period) has begotten a familiarity which tempers the 
more immediate emotional reactions, permits one to take a critical 
attitude in judgment, and sharpens perception of events and of their 
contexts. It should be emphasized that more than half the young re- 
spondents (15 to 24) voice opinions only mildly critical or even 
"understanding" of terrorist motivations. This attitude unquestion- 
ably has something to do with the fact that terrorism has grown along 
with a new generation, and in that generation (as Makno observes) 

"it has already had a massive impact, and become a structural element 
in Italian civil society." It is, however, just as certain that in 
any judgment soexpressed by respondents as to the activities of the 
BR stands the role of the total naysayer the terrorist has assumed 
vis-a-vis the political system. The headlong and violent degenera- 
tion the representative system has undergone of recent years, thereby 
engendering a widespread rejection of politics and resentment at the 
pervasiveness of the parties, must be taken into account as the root 
of many such attitudes. 


This view is borne out by the replies to an additional set of ques- 
tions, having to do with measures against terrorism. Only 3.3 percent 
of respondents think that the means adopted thus far have been "effec- 
tive and adequate." "Effective but not adequate" is the view of 28.2 
percent, and the overwhelming majority (58.9 percent) damns them as 
"ineffectual and inadequate." Only a scant 9.1 percent believes that 
police action alone can put an end to terrorism, while 65.7 percent 
say that say that social retorms are vital to achieve that end. Hea- 
vily in agreement on this view are respondents between 45 and 50 




















TABLE A. THE SHADOW OF THE SECRET SERVICES 





Do you believe that leftist terrorism is: 

















an independent and purely Italian phenomenon? 10.12% 
aancuvered by the Soviet secret services? 11.4% 
maneuvered by the U.S. secret services? 3.3% 
abetted and financed by Qaddhafi? 3.7% 
linked with foreign terrorist groups? 39.8% 





befriended, protected by powers in the Italian government? 16.6% 





Don't know 15.1% 








39.8 percent of respondents believe that the BR have links with 
foreign terrorist groups, but 16.6 percent are convinced that they 
are getting protection from the Italian secret services. Only 11.4 
percent think the BR are manipulated by the USSR, while less than 
10.1 percent think they are an independent, “ome-grown phenomenon. 








TABLE B. MADMEN OR MURDERERS? WE DON'T KNOW. 
Respondent Ages 











= vee ms Total 15-19 20-24 25-34 35-44 45-55 50+ 
Dangerous killers? 30.9 28.3 29.8 11.8 37.6 45-1 37.8 
Madmen? 22.8 20.8 17-5 16-4 25.8 28.2 27.6 





Fighting for a just cause 
the wrong way? 30-1 37-7 35-1 40.9 26.9 23.9 18.4 


Fighting for a better 











society? 9.5 9.4 21.1 10.9 8.6 5.6 5-1 
Tools of higher-ups? 51.0 4523 4064 55-5 5267 47-9 56-1 
Don't know. 9.3 13.2 53 l2ef 7.5 5.6 10.2 








The BR are "dangerous killers" or "fighting for a just cause in the 
wrong way" are the view of just about the same number of respondents: 
30.9 and 30.1 %- Respondents were allowed two answers to these ques~- 
tions, so we must add 22.8% who think they are madmen, too, and to 
the second group 9.5% who believe "they are fighting for a better 
society." 























L's perewent >, but tt whet ala be tet edt that these view i= abared 
by better than 602 percent ot Italians in all age groups, with the sole 
exception of the oldest (over 55), 55-2 percent of whom share it. It 
is worth noting, by way of some shred of consolation for the disturb- 
ing attitudes revealed by some responses to earlier questions, that 
only 15.6 percent of all Italians are resigned to or pleased at the 
prospect that "terrorism cannot be stamped out." 


What would help fight terrorism better? Two replies were allowed for 
this highly complex question. By far the greatest number (50.8 per- 
cent) opted for "Dealing with underdevelopment and unemployment will 
prevent terrorism." Closest runner-up, but far behind, was: "Stricter 
laws" (23.9 percent) and "Citizen cooperation in the fight against ter- 
rorism" (20.6 percent). Then came "More power for the police," and 
"Set up an agency with special powers." The death penalty for terror- 
ists was seen as a useful measure by 14.8 percent: the fairly soft 
consensus that emerges might be more encouraging were it not found 
hand in hand with a general lack of confidence in any police measures 
or criminal laws tus far enacted, beginning with shorter prison terms 
for repentant terrorists who turn state's evidence, deemed effective 
by only 11.4 percent. The same goes for amnesty for political prison- 
ers (3-9 percent) and use of troops to fight terrorism (5.6 percent). 


This brings us to Table C, which speaks for itself. The one hearten- 
ing observation we can draw from it is that many Italians are at least 
frank and unashamed (30 percent) to admit that if they suspected some- 
body of being involved in terrorism, they are not sure whether or not 
they would report that person to the police. It must be noted that 





TABLE C. WOULD YOU CALL THE POLICE? 





If you suspected that somebody was involved in terrorism, would you 
report that person to the police? 














Yes 19.5% 
Yes, but only if I were sure it was a terrorist 27.7% 
Yes, but only if I were sure my name would not be mentioned 22.8% 
T don't know. 30.0% 








Thirty percent of respondents don't know whether they would report a 
person they suspected of terrorism to the police; 19.5 percent said 
they would certainly report such a person, 27.7 percent would do so 
only if they were absolutely sure that he or she was a terrorist and 
22.8 percent would call the police only with a promise of anonymic, - 








Italians who would report a suspected BR member account for less than 

20 percent -- if only to drive home the scant cooperation carabinieri 
and police can hope for. The unwillingness of another 50 percent of re- 
spondents, particularly those who would report a terrorist only if they 
were promised anonymity is, as Makno interprets it, "another far-reach- 
ing result of the endless wave of terrorism: that of implanting a 
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social attitude of protound uncertainty in individual behavior pat- 
terns: something altogether ditterent trom common garden-variety 
fear," even though fear may well be an element in it. The very same 
body of opinion that pins its hopes on radical reform flinches from 
straightforward, responsible civic action. Equally noteworthy is the 
fact that emerges from another table not reproduced here: the two 
groups most passionately calling for repressive measures -~ tradesmen 
and merchants -- are most hesitant to say that they would be ready 
and willing to cooperate. 


In conclusion: Italians were asked if the measures and special laws 
thus far adopted against terrorism had whittled away a slice of their 
democratic freedom and guarantees, and if they feared that they might 
be caught up by accident in a terrorism case. To the first question, 
only 36-4 percent replied "No." Among the majority (43.7 percent) who 
answered "Yes," those who believe that this loss of freedom and guar- 
antees was necessary are a minority (20.5 percent) by comparison with 
those who believe it was not necessary at all. To the second and last 
question, 69.9 percent replied "No," 13 percent "Yes," and 4.7 percent 
said "Yes, very much so." 


Interview with Maurizio Laudi 


It isn't just the kidnaping of NATO General James L. Dozier that has 
claimed the attention of prosecutors, carabinieri, police forces, and 
secret services. The kidnaping, and the first BR messages with their 
demands, have in fact laid bare a spreading rift among terrorist gangs 
and columns. And it is these proliferating splits, the reality of 
which is attested to by copious material confiscated in prisons and 
long available to the courts, which are being studied in an effort to 
predict the armed gangs' next move. One of the leading experts jn the 
field is the chief prosecutor of Turin, Maurizio Laudi, who has headed 
many investigations of terrorism. "The split in the terrorist ranks," 
explains Jaudi, "dates back to the summer of 1981. We got wind of it 
during the Taliercio and Peci kidnappings. It was a bitter feud that 
stemmed from the lacerating dispute which, a few months earlier, had 
swirled about the Walter Alasia column of the BR in Milan." 


[Question] Just what is at issue here? Why are the terrorists quar- 
reling among themselves? 


Answer: It is hard for anybody outside the terrorist sphere to under- 
stand it, and equally hard for me to explain it. There are conflicts 
over what we might call abstract issues, some of them apparently mere 
nuances. To put it into understandable terms, even with all the guess- 
work such analyses involve, one might say that with the Taliercio kid- 
naping the Veneto column concentrated its argument on the issue of the 
working class, and while it handled the kidnaping had been seeking 
some sort of rapport with other possible cells in what the terrorists 
call the underground resistance. These were cells outside the BR, with 
which the Veneto terrorists hoped to establish a dialogue and then 
gradually get them directly involved in the BR. The Neapolitan column 














and the so-called prison front, though, in their handling of the kid- 
napings of Cirillo and Roberto Peci, also sought rapport with outside 
groups but agreed, even before the fact, to accept the fact of their 
diversity. In short, the Veneto column wants the BR to remain a mono- 
lith, while the others are casting about for ties even with people who 
would not necessarily ever become part of the BR's organized structure. 
And the Neapolitans and the prison front hit out hard at the Veneto 
people, partly for engaging in what they called "plantism," by which 
they means an approach wholly centered on the factories, and thus both 
closed and tightly restricted. On these issues the infighting among 
the BR is nothing short of ferocious. Aud the upshot is that they are 
going through a time of political trouble right now. 


Question: In spite of their trouble, though, the Brigade people did 
manage to bring off the kidnaping of General Dozier... 


Answer: The general's abduction proves that the Brigades' military 
structure is efficient. Their chosen target, though, paradoxical as 

it may seem, confirms the BR's political fragility. In their latest 
strategic resolutions, the BR had pointed to other targets and issued 
different calls to action: the attack on FIAT, for example. This was 
to be the theme of their fall-winter campaign. As it turns out, though, 
they have done nothing at ail on this front. They kidnaped a general. 
It almost looks as though they were trying to achieve unanimity on a 
target that might be called non-controversial: the Americans and NATO. 
In short, they seem to have set aside the issues that underlay their 
quarrel, and to have picked another which would not set them against 
one another. It is no mere coincidence that four BR columns -~Rome, 
the Veneto, Milan, and Naples, all previously at each other's throats 
--signed the Dozier kidnaping [resolution]. It is thus possible to 
interpret that action as proof of the BR's current political weakness. 


Question: But just what does that weakness bode for the future? The 
predictions we heard from the carabinieri generals, telling us that 
terrorism was at death's door, have turned out to be mere boasting. 
This certainly doesn't look like a time for optimism. 


Answer: I am very pessimistic indeed. I take note of the fact that 
there is strife among the terrorists. This might make the government's 
action more effective. But that action must not be mere repression. 

If we are to get positive results, we also need -- how shall I put it? 
-- a political change. 


Question: What does that mean? 


Answer: I don't think that ' government | scandals create terrorism. I 
do sce, though, that when for instance we hear that high officials, ma- 
vistrates, men in the government and so on were involved in a secret 
masonic lodge, the image the citizen gets of the state is certainly not 
a pretty one, and the result is a slackening of the citizen's willing- 
ness and resolve to stand by the state in this business. I know it is 
wrong for all this to be happening. But it is happening. 
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ENERGY ECONOMICS FEDERAL REPUBLIC OF GERMANY 


DECREASE IN PRIVATE, TNDUSTRIAL OIL CONSUMPTION IN 1981 
Duesseldorf HANDELSBLATT in German 8 Dec 81 p 3 


[Text] According to a report in the trade journal OEL 

(No 11/1981), mineral oil consumption in the FRG will again 
decrease this year by 11 percent compared with 1980 to barely 
115 million tons. 


Compared with 1979, according to author Dr Hans-Wilhelm Schiffer of the Ministry 
for Economics, the decrease in oil consumption in the FRG will then amount to 
almost one-fifth, and oil's share in the total energy consumption of the FRG of 
45 percent will reach its lowest level in 15 years. 


According to Schiffer's figures, about 70 percent of the'decline in oil consumption 
of about 30 million tons in only 2 years can be attributed to structural changes 
(conservation and substitution) and about 30 percent to the weakened market situa- 
tion and the weather. These figures are new proof of the ability of free prices 

to control consumption and the effectiveness of the measures taken by the govern- 
ment. Schiffer makes the following predictions concerning the "savings" in oil 
for the individual consumer areas. 


--Consumption of gasoline will decline in 1981 for the first time in the history 

of the FRG--by as much as 5.1 percent--although the number cf automobiles with 
gasoline engines increased by 1.5 percent. In the 2 preceding years gasoline ccn- 
sumption, which previously ran parallel to the increasing number of automobiles, 
had "shown a downward trend." In 1981 the average German car owner drove an average 
of 12,100 kms, used 10.6 liters/100 kms for a total of 1,280 liters of gasoline, 

and he had to pay DM 1,800 for gasoline this year, compared with DM 1,000 in 1973. 


Private Households Used 20 Percent Less 


--The sale of diesel fuel will stagnate this year compared with 1980, although the 
share of diesel-powered automobiles has risen from 4 to 6 percent of the number of 
cars since 1979. Twenty-one percent of new car registrations in September 1981 
were diesel models. 


--In the private household and small consumer ectors there has been a "real" decline 


in consumption of 20 percent between 1979 and 198l--corrected for changes in supply 
among consumers and for varying weather conditions. From 1979 to 1980 alone the 
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“temperature corrected specific hgating oil consumption" in single- and tyo-family 
houses dropped from 31.1 liters/m* of heated iiving area to,26.6 liters/m“. In 
multifamily dwellings it dropped from 28.4 to 22.7 liters/m (no figures-are avail- 
able yet for 1981). Compared with the period from 1968 fo 1973 the decrease in 
sjngle- and two-family houses was as much as 14 liters/m* and just under 12 liters/ 
m* in multifamily dwellings. 


-~-For the industrial consumer area Schiffer sees a considerable process of adapta- 
tion taking place in the last 2 years, which is manifested in two developments: 
First, total energy consumption in this sector has dropped by 10 percent from the 
first 6 months of 1979 to the first 6 months of 1981. Second, the use of oil in 
industry has been replaced to a large degree by other energy raw materiais. While 
the use of heating oil dropped by 27 percent, gas consumption decreased by only 8 
percent and electricity by only 2 percent, and coal consumption even rose by 5 
percent. 


--In the chemical industry the use of crude petroleum as the basis for ethylene 
and artificial fiber production will probably decrease from 10.5 to 8.4 million 
tons between 1979 and 1981. This decrease is, however, influenced by the economy 
and should reverse itself into a renewed increase when the economy recovers. 


-~-The use of oil in public generating stations will sink by a good 30 percent from 
1979 to 1981 to 2.8 million tons, its share of total electricity generation will 
drop from 7 percent to between 5 and 6 percent. With electricity generation un- 
changed, this decrease will be compensated for by increased use of coal and nuclear 
energy. 


These different developments in various sectors resulted in sometimes considerable 
shifts in consumption among individual consumer groups. For example, the oil con- 
sumption of private households and small consumers dropped from 37 to 35 percent 
between 1979 and 1981, that of industry from 30 to 26 percent and that of generating 
stations from 5 to 4 percent. The traffic sector, which is showing the least signs 
of reacting, increased its share of consumption from 28 to 35 percent. 


Schiffer foresees additional but much reduced decreases in oil consumption for the 


future. By the year 2000 mineral oil consumption in the FRG should have been 
reduced from a current 115 million tons to 100 million tons. 
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ENERGY ECONOMICS FEDERAL REPUBLIC OF GERMANY 


AUSTRALIAN FIRM TO COOPERATE IN COAL GASIFICATION 
Bonn DIE WELT in German 4 Dec 81 p 13 
[Article by J. Gehlhoff: "Coal Gasification Plant for Bremen"] 


[Text] The steel firm of Kloeckner AG in Duisburg and Australia's large raw 
materials firm CRA Ltd of Melbourne have decided on long-term and worldwide coop- 
eration, with the aim of combining Kloeckner's industrial knowhow with its partner's 
resources. The first project of this "extensive" cooperation is the plan to build 
a coal gasification plant on the grounds of Kloeckner's Bremen steel mill at a 

cost of at least DM 500 million. 


Three companies in equal partnership have been formed preceding this cooperation, 
which is regarded in Duisburg as extremely promising for the future. International 
Resources and Technology Pty Ltd (original capital DM 1.5 million) was set up in 
Singapore, with the task of investigating the possibility of joint ventures “in 
extremely diverse areas." 


For the first joint venture in Bremen, the Kloeckner Coalgas Co Ltd was established 
with DM 180 million original capital. Kloeckner is making its capital contribution 
with material investment (principally property and rights). It is the same with 

the common licensing company (DM 20 million original capital), whose task is the 
worldwide utilization of the Kloeckner coal gasification process (with rights to the 
invested capital remaining in Germany). 


The Bremen project envisages the “environmentally benign" conversion of 860,000 
metric tons per year of hard coal into about 1.7 billion m of gas in two iron 

bath reactors. In addition to replacing completely the Bremen steel mill's require- 
ments for natural gas and oil, that is enough to supply the generating stations 
operated by the Federal Railroad and the city on the steel work's grounds. 


The current timetable (start of construction 1982, start of operation 1985) is 
largely (and "for its future prospects") dependent on whether the project receives 
any support from the government's coal refinement program, which was recently 
endowed with DM 1 billion. Even using imported Australian coal, which is DM 100/ 
ton cheaper, or more than one-half less expensive, in Bremen than coal from the 
Ruhr, it would only be possible to break even if the price for heavy heating oil 
(which is rising faster than the price of coal) were at least 10 percent above its 
present level of DM 480 to DM 500/ton. 
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Far beyond the Bremen project, the Kloeckner works sees in cooperation with Austra- 
lian raw materials firm a better way for the future of its ow steel-making branch 
to weather crises than, for example, through the fusion of two or three German 
steel companies. 


CRA, on the other hand, which ie the second largest iron ore producer in the free 
world (and also a supplier to Kloeckner), is aspiring to greater worldwide depth 
in refinement by using "revolutionary technologies" for the utilization of its 

1 billion tons of coal reserves. 


Rather differently from Kloeckner, CRA produced a net yield of 9 percent in 1980 
from a turnover of DM 5.5 billion--almost as high as that of Kloeckner. Kloeckner, 
however, has only indicated that the processing side brought a profit of about 

DM 60 (50) million from a turnover of DM 1.5 billion for 1980/81 (September 30), 
but the steel branch showed greater losses than in the previous year. 
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ENERGY ECONOMICS FEDERAL REPUBLIC OF GERMANY 


MICROELECTRONICS SEEN AS ENERGY SAVER 
Frankfurt/Main FRANKFURTER ALLGEMEINE in German 16 Dec 81 p 28 


[Text] Rational application of microelectronics could contribute significantly 
to more economical use of increasingly more expensive energy, according to a 
study carried out by three institutes of the Fraunhofer Society under a con- 
tract awarded by the Federal Research Ministry. The scientists estimate that 
in the year 1995 an 8 to 9 percent reduction in energy consumption can be 
accomplished. In total, this would amount to 265 to 290 billion kWh, or Dm 12 
to 13 billion at current prices. As stated by Professor A. Goetzberger in the 
presentation of results in Freiburg, a part of this saving would, of course, be 
realizable with conventional instrumentation and control technology; however, 
it must be assumed that microelectronics will displace other systems owing to 
lower costs and technical advantages. 


To be sure, this goal is still rather far away. Om the one hand, there are 
still no suitable systems for many tasks; on the other hand, high costs militate 
against widespread application in many cases, for instance in the control of 
electric motors. The best opportunities exist in areas which permit mass 
production, such areas as household appliances or automobiles for instance. 


In the study, various areas were analyzed which together account for about 75 
percent of the energy consumption in the FRG. It was concluded that for these 
user groups a saving of 180 to 210 billion kWh will be possible in 1995; of 
this, 30 billion kWh represents electric power. (The Biblis A nuclear power 
plant produced about 7 billion kWh in 1979.) The energy saving is expected 

in heating water and living spaces. Through more stringent energy conserva~ 
tion regulations, heat sealing and other measures, the present annual demand 
of 800 billion kWh may be lowered to 640 billion in 1995. The saving of an 
additional 96 to 130 billion kWh should be possible as the result of applying 
electronic controls. 


In highway transportation, which annually consumes 400 billion kWh, the savings 
potential through electronic engine control is estimated at 600 billion kWh. 
Microprocessors could also be used to synchronize traffic lights according to 
traffic conditions and thus improve traffic flow. The quantity of gasoline 
which could be saved from this action was not estimated. 


In the FRG there are presently about 17 million three-phase asynchronous motors 
with powers of over 1 kW which function as drivers for pumps, ventilators, 














conveyors and other equipment items. By synchronizing motor power with 
instantaneous current demand, the electrical power consumption could be reduced 
from the present 83 billion kWh by 12 billion kWh, or 15 percent. However, 
cost still impedes wide proliferation of electronic speed controllers for 
drive motors. 


The study makes it clear that broad-scale and costly research and development 
work is necessary if the projected savings are to be realized. The special 
program to subsidize the application of microelectronics recently put in place 
by the Federal Government will contribute significantly to this end. It is 

true that the cost of electronic components has been drastically reduced in 
recent years; however, certain components are still lacking, especially sensors 
which provide the electronics with the required data relating to measuring the 
composition of stack gases, temperature, pressure, moisture, etc. These sensors 
must not only be cheap and reliable, but they also have to resist harsh environ- 
mental conditions. Primarily involved here is the development of power-switching 
electronic components. 
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ENERGY ECONOMICS FEDERAL REPUBLIC OF GERMANY 


BRIEFS 


SOLAR RESEARCH CENTER--The largest German research center in solar energy is 
expected to develop in Stuttgart. The German Research and fest Agency for 
Aeronautics and Astronautics (DFVLR) announced in Stuttgart that the Energetics 
Research Branch of the DFVLR and the University of Stuttgart, which for near‘iy 

a decade has maintained a joint institute for technical application of solar 
energy, will collaborate in a joint working greup in future research toward 
utilization of solar energy. The joint research will include solar collectors 
for the low temperature domain for residential heating and industrial applica- 
tion of solar radiation for generating electrical energy by solar-tower power- 
plants. Other research will include the development of techniques in thin-film 
solar cells, the generation of hydrogen from solar radiation and the development 
of methods for using the hydrogen generated. Under project direction of the 
DFVLR, two solar-energy installations of the International Energy Agency employ- 
ing the solar farm and solar-tower concepts have been built near the southern 
Spanish city of Almeria. The two solar power plants, each with a power of 

500 kW, started operating in September and are currently under 2 years of 
comparative testing. The DFVLR, which was founded 12 years ago, maintains five 
research centers in Stuttgart, Goettingen, Cologne, Braunschweig and 
Oberpfaffenhofen (Bavaria). They research mainly aeronautics and astronautics, 
data processing and nonnuclear energy technology. According to a spokesman, the 
agency employs 3,500 people and has an annual budget of DM 350 million, of 

which about 285 million comes from the federal and state governments and 65 
million from contracted research projects. [Text] [West Berlin DER TAGESSPIEGEL 
in German 3 Dec 81 p 10] 9160 
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ECONOMIC AUSTRIA 


ANDROSCH ON WAYS TO STIMULATE EXPORTS 
Vienna DIE INDUSTRIE in German 11 Dec 81 pp 14-15 


[Article by Dr Hannes Androsch: "Exports Can be Expanded." Excerpt from a speech 
given by Director General Dr Androsch at the Export Consulting Seminar of the 
Creditanstalt-Bankverein. } 


[Text] The deficit in the current account balance which had increased from 6 
billion schillings in 1978 to about 23 billion S, will drop this year by at least 
half compared to 1978 and may possibly fall below 10 billion S. Nonetheless this 
is a deficit whose cumulative effect becomes a problem. One of the major reasons 
for this deficit lies in the greater cost of energy. In 1970, we expended only 

6.6 billion $ for it; in 1980 our costs rose to 45 billion S and will increase this 
year to 62 billion S$. In 1970 it took 9 percent of our export revenue to cover 

this energy bill, last year it took 22 percent, and this year it will be 24 percent, 
i.e., roughly a fourth of our export earnings are needed to pay our energy bill. 


This particular deterioration occurred, however, not only because of the increase 
in oil prices but also because of changes in the currency exchange rates. Beginning 
with 1970 when the dollar exchange rate dropped significantly from 26 S, this had 
a beneficial compensatory effect for us after the first oil price shock. At the 
beginning of the current year the dollar fell to barely 12 S, but then rose by 50 
percent in a short time to 18 S and stands today at a little below 16 S. Thus the 
terms of payment as well as the terms of trade have deteriorated. Beyond the oil 
problem, problems have also arisen in other areas. Within five years, namely from 
1976 to 1980, the balance of trade deficit with the EEC increased by 23 percent, 
with Japan by 132 percent, with Asia (excluding Japan) by 328 percent, with the 
Arabic OPEC countries by 359 percent and with Latin America by 350 percent. In 
part, these are dramatic deteriorations. In other areas where we used to have 
surpluses, developments went in the opposite direction. With the COMECON coun- 
tries, at first exclusive of the Soviet Union, we still had a surplus of 6.7 
billion S in 1976, which has dropped by almost half to 3.7 billion S. With the 
Soviet Union we already had a deficit of 3.3 billion S in 1976; this year it will 
amount to 10 billion $. And if we should decide to buy [their] naturai gas, we 
shall soon reach 20 billion S. 


Improvement in the Balance of Trade 
These figures underline how urgent, pressing and necessary has become an improvement 


in the trade balance and therefore in the current account balance. They show that 
intensification of export activities is vitally necessary. 
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Lately, various sides have claimed that export financing by the Austrian Control 
Bank is too ounesided. Theoreticians think it is not needed at all. This is based 
on a terrible misunderstanding. Without appropriate financing, many or most of the 
exports are not feasible at all. 


This is also shown by the fact that in 1970, only 4.6 percent of all Austrian 
exports were financed by payments from the Control Bank; in 1975 it was 6.3 percent; 
in 1980, however, it had grown to 24 percent. 


One fourth of Austrian exports are therefore transacted via Control Bank financing. 
A second institution in this context is the Export Fund which benefits small and 
medium-sized enterprises, but which can only be drawn upon up to 70 million S in 
export transactions. It would be desirable to raise this limit. Also, an exporter 
should not be excluded from this procedure when exceeding the limit just once, but 
only if the trend continues for two or three years, and in all probability it can 
be expected to continue. Implementation of these considerations would not incur 
great expense, but in the individual case would amount to considerable help, not 
only in material ways but also as a stimulus and a favorable climate. In economics, 
these psychological factors must not be underestimated. Next to lowering risks, 
improvement of financing costs is a significant characteristic of Austrian export 
financing. In view of the high level of interest rates this is especially valuable. 


Lowering of Financing Costs 


In addition, it would also be desirable and justified to lower financing costs for 
industry through certain interest rate supports. We have had such measures in the 
past. They did not work out so badly. And it seems especially justified to me 
since this principle has been, is being and will be applied in the agrarian 
sector. There is no understandable reason why, of all sectors, industry should be 
excluded from such a possible support, particularly when one is of the opinion 
anyway that direct promotion is so much better than indirect support--which is 
debatable, incidentally. However, this is hardly a question of creed, but at most 
a matter of pragmatic approach and of the right combination. Help could also be 
extended to industry--and thus indirectly contribute to the export drive--if one 
eliminated an unintentional effect in the area of taxation. 


As you know, within the field of commercial earning tax there exists the phenomenon 
of adding long-term debts to the trading capital as the basis of assessing the 
municipal trade capital tax. This, however, is not as serious as adding the 
interest of long-term debts to the income from trade. If the interest rates are 
not too high, and one operates in the black, this plays a minor role. 


In the case of 8 percent interest rates, and a profitable operation,--there is the 
liability of income or corporation tax--this means, however, an incidence of 4 
percent. Operating at a loss, however, and with interest rates at 14 or 15 
percent, the effects are three and four times as high. Already existing losses 
can be significantly increased thereby, and an enterprise may finally be pushed 
into the loss phase. One should at least refrain from creating a fiscal success 
out of a difficult situation on the one hand, and adding a further burden on the 
other hand. At least half, if not all, of these additions should be eliminated. 
This would not mean a fiscal deterioration vis-a-vis the status quo ante, but it 
would at least avoid taking fiscal advantage of a difficult situation. A lowering 


18 











of the assessment base by 10 percent certainly is a gesture but not a substantive 
solution. These were only a few examples of assistance through promotion without 
taking the easy way out saying, "let the finance minister pay." I am surely most 
unsuited to make such demands. But there are ways to produce even a fiscal advan- 
tage with very modest support. At worst it would come out as a 0:0 tie, in all 
probability there would be a fiscal gain. It is unnecessary to reemphasize the 
need for greater export efforts, due to the interaction of world economies and 
the consequences for Austria. There is still a large untapped potential in 
Austria. It will be up to us to make use of it. As far as banking is concerned, 
considerable efforts are under way. We have our own branch in London which 
operates very successfully. Also various interests concerning the markets of the 
United States, Brazil, the Arab nations and the Far East. The Creditanstalt- 
Bankverein will take initiatives in New York and the Gulf. Additional bases of 
operation are under consideration. 
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ECONOMIC FEDERAL REPUBLIC OF GERMANY 


BRIEFS 


TRADE WITH CHINA--The international trading company Karl 0. Helm of Hamburg, 
active in chemicals and pharamaceutical raw materials, has founded a joint 
company with the Foreign Chemical Trade Company of the PRC. It is called the 
Chinese National Chemical Import and Export Corporation (Sinochem) and has its 
headquarters in Hamburg. The new company was incorporated as German ae 
GmbH with capital of DM 1 billion contributed equally by the two partners. it 
will commence operations on 1 April 1982 with seven employees. The gts ent 
was signed on the occasion of a gathering of the vice presidents of Sinochem. 
The government-monopoly firm Sinochem is responsible for all foreign trade in 
crude oil and all types of chemicals and pharmaceutical raw materials. i 
Sinochem will import Chinese chemicals and pharmaceuticals into the FRG an 

FCM countries as well as the export of these products, fertilizers and agri- 
chemicals to China. Helm has been cultivating close business relations with P 
Sinochem for a number of years. The Helm group, which in the past year achievec 
a group sales of over DM 2 billion and foreign sales of DM 1.1 billion, a a 
drew at the end of 1981 from a new area it had just entered in 1980, namely the 
oil business. In 1980 this branch brought in about DM 200 million from about : 
300,000 tons of oil, however with unsatisfactory financial results. Withdrawa 
was the result of recognizing that a company must specialize in this eer < 
or work extremely hard to make a profit. The situation in the SO aa a ae ) F 
business anpears such to this firm, which has been very successful in the vo 
national chemical trade, that they are unlikely to make a go of it as a novice. 
[Text] [Frankfurt/Main FRANKFURTER ALLGEMEINE in German 23 Dec 81 p 15} 9160 


CHANGES IN AUTO INDUSTRY--The Industrial Metal Workers’ Union (IG Metall) agreed 
with the European Commission that the world auto market faces profound changes 
with the appearance of new produces and completely new manufacturing methods. 
The union is quoted as saying that it is not opposed to the changes in the 
markets and technologies; however, it will fight to ensure that the consequences 
for workers are not simply ignored, as it accuges the Brussels Commission of 
doing. Overall, IG Metall cxpects a heavy loss of jobs in the European auto 
industry, particularly as a result of applying microelectronics and robots. 

One robot, for example, requires the addition of one skilled worker but dis- 
places about four unskilled workers. Of course, the union concurs that tech- 
nical change and the application of new systems does away with heavy manual 
labor and jobs which are taxing monotonous. They fear, however, that this will 
lead to downgrading job classifications and lowering wages. IG Metall requested 
that the commission give employment and job-market policy equal rank with busi- 
ness and technolagy policy: "The only policy the unions can accept is one which 
anticipates and cushions the social effects of the required industrial adjust- 
ment process." [Text] [Frankfurt/Main FRANKFURTER ALLGEMEINE in German 

7 Jan 82 p 5] 9160 
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ECONOMIC FRANCE 


INDUSTRY SEEKS TO REGAIN DOMESTIC MARKETS 
Paris LE POINT in French 7 Dec 81 pp 87-89 
[Article by Jean-Pierre Adine and Didier Willot: "French Products: The Counterattack"] 


[Text] France has lost a battle, but she has not lost the war.... 
Producers, distributors, and consumers, united behind the tricolor 
flag, buy and sell French products! 


Riddle: Since 10 May, what is the new economic expression most used by the 
administration? Answer: "Recapturing the domestic market." 


These four words appeared before the elections in the Creteil program of the 
Socialist Party and have since become a leitmotif or slogan. The president himself 
publicly glorified them under the Elysee's chandeliers during his September press 
conference. Almost all the ministers--in the name of employment--make them the main 
theme of their speeches. The latest cabinet meeting sanctified them permanently. 


It isn’t just talk: This peaceful recapture has already brought forth many forces 
and, it seems, a lot more imagination, as we will see farther on, than nationalizaticn, 
the Socialists’ other key idea. 


For example, the other week the textile plan was unveiled; then, last Monday, the 
leather industry. Previously, government strategy centered on furniture and toys. 
Now it is the turn for machine tools, tomorrow electronics, steel, etc. 


This haste can be explained. For 2 years the foreign entry rate in certain areas of 
the French economy (i.e., those imports in the domestic market) has not stopped 
growing. These imports have caused tens of thousands of layoffs within France and 
are seriously threatening the country's trade balance. One figure on this subject 
deserves to be examined: For industrial goods this balance's deficit with Germany, 
the United States, and Japan (to take just 3 countries) went from 15.7 billion francs 
in 1973 to 46 billion francs in 1980, a 300 percent increase! 


This phenomenon certainly did not start overnight. Take the photo industry for 
example. Who remembers now that 30 years ago France was one of the first and great 
manufacturers of photographic and movie equipment? The last domestic producer, Indo, 
closed in 1979. Beaulieu, known throughout the world for its super 8 movie cameras, 
filed for bankruptcy in April 1981. There is not a single producer of still cameras, 
mass market movie cameras, or movie projectors in France. Only a handful of very 
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specialized firms (professional lenses, laboratory equipment, etc.) survive. Last 
year their sales volume was 219 million francs; 219 million vs. 1,400 million in 
imports. The comparison needs no further comments. 


France is undergoing similar debacles in other areas. It has been known for a long 
time that, unfortunately, on the average 1 machine tool out of 2 in our factories 
is foreign made, that over 90 percent of the mopeds sold in France come from across 
the border, and that 2 our of 3 sweaters are made in Italy...or elsewhere. But 
faucets! Do one out of two of the modest faucets on our sinks and bathtubs need to 
be imported? And do record players, those very simple electronic products, need to 
be foreign made in the same proportions? Look at the chart above. Without being 
exhaustive, it says a lot and should give the country a start. 


The Socialists are going to concentrate on this effort. Their goal? It begins with 
the sectors, or better, the "areas" (that is, all the links in the chain of 

producing and selling an item) where employment is significant, with the working 
hypothesis that there is neither a universal remedy nor a single treatment. Each 

area has its own therapy. The only possible generalization is refusing inevitability: 
Within the administration it has been thought and said that no sector has been 
absolutely condemned. 


The first "recapture" offensive was begun several weeks ago in the furnituzve industry, 
which supports 100,000 people. Its (ticklish) formula: dispersed produccion in 
conjunction with concentrated distribution, while holding firmly to brand names, 

and therefore to imports. So much for dictatorial measures; so much, even, for an 
avowed protectionism which our European partners would disapprove of. The government 
has united producers and distributors and suggested a friendly agreement of 
self-limitation on imports, which in 1 year will go from 21 percent to 15 percent, 
resulting in a foreign currency savings equal to at least 1 billion francs. 


The incentive in this agreement is the doubling of the special tax which will be used 
to subsidize high priority investments in leather chairs and ready-to-assemble 
furniture and which, through a professional institute, will encourage the creation 

of prototypes and test series. 


But they should have gone farther and lowered the costs. Jean David, dark hair and 
eyes and with a terribly young look "despite" his 30 years, technical consultant to 
Pierre Dreyfus, minister of industry, rubbed his hands. "There won't be good 
furniture without a real woodworking industry,” he explained to LE POINT. ‘So I got 
the professionals in the furniture business together with the creators of the brand 
new Renault 9, so that together they could see how the woodworking industry can 
mechanize...." 


Shirts, blouses, sweaters, trousers, suits--the entire textile industry is foundering 
(250,000 jobs, 30 percent of the total, lost in 10 years). Almost one garment out 

of two bought by a Frenchman is imported. The "multifiber" agreement which was to 
have protected Europe has too often been bypassed. Pierre Mauroy and Pierre Dreyfus 
therefore did not wait for the end of negotiations on a new agreement between the 
Brussels Commission and the countries with low salaries before completing their 
textile plan. All the more so, it must be admitted, because the French textile 
industry receives equal competition from rich countries--two out of three imported 
articles come from Italy, Great Britain, or the United States. 
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The government's goal is to decrease the selling price of French products. The first, 
and an important measure, is decreasing the employer's share of social taxes in those 
firms which are ready to invest. "But the largest share of the work will be done by 
the manufacturers themselves," reassured Michel Vaquin, 34, civil engineer, assigned 
by Pierre Dreyfus to this matter. He cited the example of the Italian firm Benetton. 
In a few years and with technological innovation and an aggressive sales strategy 

this small Lombard manufacturer made a spectacular showing in very fashionable knit 
goods. Couldn't a similar success be French? 


It could, if the man or men were found ad hoc. Not easy. "A renewal of the textile 
industry? I don't see too many people willing to take it up," confided Pierre 
Dreyfus. "For years most executives of high quality firms have refused." Will the 
recapture be stuck here for lack of conquerors? 


It is a different problem than that of leather which, in France, supports 100,000 
people and has a foreign penetration of about 40 percent. "There's an area which 
has been upset by the ups and downs of rawhides," said Jean David. "We are going 
to reestablish public sales and combat speculative holdings of skins." 


All of this will make a long-term tannery plan possible, which will be financed by 

a fund of 90 million francs (from joint loans, industrial policy credits, and 
special levies). In exchange for this manna, the tanning industry will agree to 

buy one-half more French furs; maintain employment; invest in leather for shoe soles, 
as well as in so-called resplit leather, a lesser quality leather which Italians 
know how to work with so well and with which they make the upper parts of shoes. 


The Shoe Federation, for its part, signed its recapture agreement Monday. Producers 
have agreed to offer distributors a seasonal fixed-price service contract, rapid 
restocking, on-time delivery, and the return of defects. In exchange, distributors 
have agreed to reduce their imports (from 10 to 25 percent, depending on their size). 
Increased services are being bartered for a regained confidence. 


Toys: 20,000 jobs and a foreign which will very soon reach 50 percent 

(it is 70 percent in video games). The counteroffensive here includes a series of 
very pragmatic measures, beginning with the formation of a semipublic firm. This 
company will include a design bureau for financing prototypes, will design a 
television program for children all over the world, and will create indispensable 
links between national producers of electronic components and toy manufacturers. 
"We, the civil servants, will have this firm's new products tested by children in 
grade schools and high schools," explained Jean David. "Tests which teachers would 
have certainly refused if the manufacturers had approached them directly!" 


Finally, in January a roundtable discussion will bring together all the professionals 
in the toy industry, both producers and distributors, so that, as has been done 
earlier, an agreement on self-limitation of imports can be reached. 


Other answers are being prepared here and there. For example, Edith Cresson, minister 
of agriculture, has promised to support manufacturers who agree to invest in 
vegetable, fruit, or meat canning. The minister of industry intends to give the 
French machine tool industry the necessary punch soon. The iron industry foresees 
creating new sales structures which will take up those areas of the market which 

have been left to foreign producers, etc. 








These activities will call for an array of diverse qualities from the French: 
perseverance, the gift of imitation, a lot of resourcefulness, a zest for 
protectionism, a good dose of innovation, and, above all, a little more economic 
nationalism of which we are the most lacking. 


In all of this the experts have not dared to pronounce one word, as if it smacked of 
heresy: competitiveness of firms. But there will be no recapture without 
competitiveness; it is a requirement which has not become outmoded since 10 May. 

On the contrary. 
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ECONOMIC FRANCE 


RAILWAY EQUIPMENT INDUSTRY LOOKS TO EXPORT TO THIRD WORLD 


Paris L'USINE NOUVELLE in French 1 Jan 82 pp 31-33 


[Krticle by Genevieve Brunet: "Railway Equipment: The Conditions 
for Expansion 


[Text7 Always export more, more and more sophis- 
ticated equipment: This constraint hangs heavy 
on the future of the French railway equipment 
industry. The extended use of the TG yen high 
speed/ train and the revival of the trolley car 
will allow the industrialists to "flexibly" adapt 
their production machine to the new demands of 
the market. 


The French Railway Equipment Industry has a Turnover of 8.3 billion 
in 1980, 


The French railway equipment sector is an important branch of the 
national economy. In 1980, the entire branch had a turnover of 8.396 
billion francs, an increase of 10 percent in constant francs compared 
with 1979. The branch includes some 60 companies with more than 80 
plants throughout France and employs 50,000 persons, of which 20,000 
are involved in subcontracting work. 


With an annual rolling stock production capacity of 300 locomotives, 
2,000 passenger cars and 30,000 freight cars, the French railway 
equipment industry represents 25 percent of the western European 
railway equipment industry and occupies first place among the world's 
exporting countries. Today 3,000 locomotives, 3,000 passenger cars 
and 50,000 freight cars, built in recent years in French plants, are 
operating in 60 countries, in all continents. 


The branch waich includes producers of entire units and builders of 
subunits is dominated by two large groups: the railroad_equipment 
division. of Alsthom-Atlantique and the Francorail GIE /Economic 
Interest Group/. Each of these groups will have a turnover of about 


2 billion francs in 1981. 











Por Pierre Dreyfus, minister of industry, railway equipment is one 

of France's "technical strong points.” in fact, the French railway 
equipment industry, the technical and commercial leader in its field, 
is doing well: a turnover with a 10 percent increase, 32 percent of 
sales made for export and the TGV, a quality brand to win new foreign 
markets. The health report of the railroad industry seems satis- 
factory. 


However, this apparent good health conceals alarming signs of weak- 
ness. The 1980 report of the Federation of Railwav Equipment Indus- 
tries emphasizes that the "increase of 10 percent in constant francs 
of the overall turnover ought not conceal a drop of 6.5 percent in 
constant francs in exports in 1980, nor especially the sudden decline 
of the domestic market which will lead, at the beginning of 1982, to 
the end of the large orders of rolling stock from the SNCF [French 
National Railroads/ and the RATP /Independent Parisian Transport 
System/. 


The two large national customers, which absorb about 50 percent of the 
production of French railway equipment industries, have, in fact, re- 
placed a large part of their rolling stock in recent years. When we 
learn that the average life of this equipment is 30 years, we under- 
stand the producers’ anxiety. In fact, the “crossing of the desert" 
reportedly will only last 3 or 4 years, with the SNCF again having 

to buy equipment, beginning in 1985. But 3 or 4 years with a decline 
in orders is enough to stifle our railway equipment industry. 


In this field and in general for the producers of heavy equipment, 

the production plans are calculated at a minimum on the basis of two 
and a half years. In an order book which is 70 percent filled with 

a due date of 2 years, there is little chance to fill the remaining 

30 percent with an unexpected contract. In fact the SNCF has always 
tried to spread out its needs to avoid "unevenly spaced” orders which 
destabilize enterprises in this field. Consequently a new order 

could only be obtained by export; for between the time when a need 

is discovered in a third world country and the moment when production 
begins in the plant, an average of 4 years elapses. This is what 
leads Jean-Claude Guibal, general delegate of the Federation of Rail- 
way Equipment Industries, to assert: We must not count on exports to 
make up for a possible drop in SNCP orders." At least in the short 
run, in the longer run, the "railway equipment industry must make it 

a goal more than ever to permanently attain a considerable part of its 
turnover with the foreign networks. 


What are these foreign markets? Jean-Claude Guibal answers: "Coun- 
tries with a rapid increase in population, beginning their industrial 
growth,” such as Mexico, Brazil, Nigeria, South Africa and Iraq which 
have invested in railroads in recent years. Moreover, the markets 
are almost closed: most of the industrialized countries have a rail- 
road equipment production capacity which exceeds their needs; the 
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eastern countries produce railway equipment themselves and the de- 
veloping countries do not have the financial means to supply them- 
selves in this field. Consequently competition is keen in the mar- 
kets which remain open. 


Fortunately the technical quality of French products is now recog- 
nized everywhere and the TGV can only improve this image of superior 
quality. But quality is not the only factor in the competition which 
the industralized countries indulge in in their pursuit of orders. 

It is quite often financing facilities which make the difference. 

It is difficult to make arrangements with countries like Canada, 
which practice "gift financing” at a ridiculous rate of interest. 
Henri Julien, general manager of Francorail reveals: "In 9 cases 

out of 10, we only export when we can lend, the tenth case being a 
rich country in the Middle East." 


Consequently the survival of French railway equipment industries de- 
pends, in the long run, on their penetration of foreign markets: 
Everyone seems to have understood it. Henri Julien declares: "We 
are using larger and larger funds for exports," but for a somewhat 
uncertain result. He adds: "I know the orders which I am looking 
for, I know the moves which I will make, but not the orders which I 
will get!" It is a “large scale pursuit" limited to the "80 countries 
likely to purchase our equipment." 


For the conditions on the markets change with the years. For Henri 
Julien it is necessary to agree to cooperate with the purchasing 
countries for "when a country equips itself, it produces first the 
bodies, then the trucks, afterwards the electric motor and finally 
the static equipment which controls the motors.” At the present time 
the Turks who have a contract with Francorail, "are producing 60 per- 
cent of the value of a locomotive"; a similar situation exists in 
Brazil, one of Francorail's favored customers, The only solution for 
the French: adapt and sell know-how and more and more sophisticated 
equipment. 


An export policy which proves to be effective since the Francorail 
group will have a "suitable" overall capacity for 1982. But 1983 will 
perhaps be more difficult since all the orders obtained and the orders 
foreseen for '83 now only amount to 75 percent of the group production 
Cupacity. 


However, not all enterprises will be affected the same way: in spite 
of the wages which prevail within the group, the mechanics are at a 
disadvantage with respect to the electricians. This has led Carel- 
Fouche to utilize part of its plant in Le Mans for aviation products, 
while the MTE /expansion unknown/ has replaced the production of 
bodies with trucks at Creusot since 1970. 
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A Solution: The Production of a European "TGV." 


Following the development of the market, such indeed seems to be the 
constraint which will weigh heavily in the future on the railway 
equipment industries. For Jacques Bedel, consultant to Alsthom's 
general management, one of the markets which is going to develop in 
the future is that of high speed connections between large cities. 


Does this mean exporting the TGV? Not exactly, a TGV made 100 per- 
cent in France would have little chance of being allowed on German, 
Swiss and English networks. For each of these countries, the rail- 
way equipment industry has a special importance, both from a strictly 
economic standpoint, as well as that of maintaining employment. 


For Jacques Bedel, there is a solution which would satisfy all the 
European producers in this field: "The European TGV." He declares 
that "the uropeans have the opportunity to connect a future TGV net- 
work with a standard guage railroad network of more than 115,000 km 
for the EEC alone. A very high speed train between 2 large cities 
400 to 600 km apart is more profitable than the plane. None of the 
European governments, all facing the energy crisis and its results, 
can allow themselves to ignore the economy achieved by setting up a 
very high speed European network. 


Jacques Bedel advocates an "Airbus type operation" which would associ- 
ate the large European railway equipment industries on the level of 
production as well as marketing with third world markets: "in railway 
equipment matters, the_50 Hz group has allowed enterprises such as 
AEG /expansion unknown/ and Siemens in the FRG, BBC /Brown, Bovex 

and Company/ in Switzerland, Jeumont and Alsthom in France, Acec 
/expansion unknown] in Belgium to collaborate, learn to work together 
and achieve considerable success abroad. Such an industrial organi- 
zation is ready from now on to promote the TGV system in Europe and 
the world." And Jacques Bedel to give a finishing touch to his pro- 
posal says: "The agreements which allowed the creation of the TEE 
/TransEuropean ixpress/ expire in 1983. Why not take advantage of 
the opportunity to give the TEE a second wind, by making the TGV 
tomorrow's super TEE. 


Meanwhile, the railway equipment division of Alsthom-Atlantique is 
balancing its production plan between the continuation of the delivery 
of sets of TGV cars to the SNCF, supplying locomotives in Africa and 
the extension of metro systems in Paris, Lyon and Santiago de Chile. 


Consequently, on the whole, the French railway equipment industry is 
aware of the international constraints which lie on its development 
and it is preparing to meet them. This includes selling products 
with a high added value, offering technical assistance, granting 
licenses...80 many ways to survive on foreign markets. This will not 
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succeed without an internal reorganization of this sector, a reorien- 
tation of plants which produce equipment which is less and less in 
demand. For example, Arbel, which produces cars, is shifting to the 
production of special cars for the transport of heavy materials, 
chemical products, and powdery materials etc. But all these activi- 
ties carried out to win markets or to offer new products will only 

be transferred into the production plans in 3 or 4 years. 


Three or 4 years is the time in which the railroad equipment enter- 
prises hope that the SNCF, aware of its responsibility as the main 
customer, will insure the survival of their sector by maintaining 
its level of orders. Does it have the means to do it? 


The SNCF is very much in debt and its investments are controlled 

until 1982 by a program contract. Now the government resorting for 
the first time to its right to curtail this program, has reduced the 
SCNF's 1982 investment budget by 115 million current francs. And 

this was done by virtue of a measure connected with devaluation. 
Nevertheless, taking into account the fact that the "budget” which was 
previously announced had been poorly estimated, this reduction will 
not prevent the SNCF from maintaining its orders (in constant francs) 
for 1982. It is declared, all the same, at the SNCF that orders must 
take needs into account. 


Francois Mitterrand, in advocating producing other TGVs has conse- 
quently satisfied everyone. The SNCF sees there the opportunity for 
an investment which really meets a potential demand, while the rail- 
way equipment enterprises thus see the specter of production over- 
capacity removed. The producers of railway equipment feel better 
today than a few months ago. More especially as the signing by 
Charles Fiterman, minister of transport, of an agreement on the 
French standard trolley car opens another field of activity for this 
industrial sector: that of the new needs in urban transport. 


PHOTO CAPTIONS 


ks § FP "MI 79" self propelled units for the SNCF-RATP inter- 
connection. Produced by Soferval (former Franco- 
Belgian), this new equipment has had to be adapted to 
the specifications characteristic of interconnected 
networks: it can handle double electric feeding and 
serve stations with platforms of different heights. 
A firm order, involving the production of 82 units 
has already been given. Soferval should soon receive 
an additional order for 280 vehicles. Will that 
allow the continued employment of 2,300 workers in 
this enterprise which operates on 34 hour schedules? 
A hope: Noel Joseph, president (socialist) of the 
North-Pas-de-Calais Regional Conseil, announced that 
the government wanted to end the present status of 
lease--management to favor Alsthom--Atlantique taking 
over Soferval again. 
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ECONOMIC ITALY 


MAKNO OPINION POLL ON STATE OF ECONOMY 
Rome L'ESPRESSO in Italian 10 Jan 82 pp 100-104 


[Text] One Italian in five has grown richer during the re- 
cession years. That citizen is optimistic about his 
own future and will be making no sacrifices in 1982. 
Three Italians out of four, though, are not so sure. 
Quite the contrary... 


Rome. Three out of four Italians have no confidence in an improvement 
in the economic situation in 1982. One of every five Italians, though, 
is optimistic. It is this one Italian out of five who is pleased at 
having got richer in the last 5 years, and who says flatly that he is 
not about to make any sacrifices in 1982. It is this new figure in 
our society (a blend of tradesmen, professionals, executives, and 
white-collar workers) who emerges in silhouette from the Makno~-L' ESe« 
PRESSO survey of a representative sample of the whole fabric of Ital- 
ian society. His is a personality that shows us increasingly sharply 
the image of an Italy divided in two, dominated by mounting social 
inequities, thirsting for economic justice (the action the government 
is most urgently called on to take is to go after the tax-dodgers), 
and at one in pointing the finger at the Christian Democrats as the 
political party responsible for the recession. Here, then, are the 
most significant findings of the survey. 


1982 is going to be an awful year. While 75 percent of Italians do 
not expect any improvement in the economy in 1982, 17 percent are 
pretty sure there will be some, and 3 percent are fairly certain that 
things will get better. The people with the least confidence in any 
improvement are the unemployed (90 percent of them), and the young 
(87 percent of those between 20 and 24). Those with the rosiest view 
are people getting ahead in the professions (32 percent of those be- 
tween 35 and 44) and factory workers (23.5 percent) who still feel 
that they are in a "protected area." 


The Rich and the Poor 
Compared with 5 years ago, one Italian in five, exactly 20 percent, 


admits to being richer, while one Italian in three, exactly 33 percent, 
says he is poorer. On the other hand, 40 percent of Italians see their 








own economic position unchanged. Where, though, are the most people 
getting richer? In the northeast (24 percent). Where are the fewest? 
In the south (15 percent). Where is there most impoverishment? Again, 
in the northeast (37 percenc) which is in fact the least stable of our 
economic zones (only 30 percent of respondents say they have the same 
income as they had 5 years ago). Where is there least impoverishment? 
Right in the middle (26 percent), the stablest zone in all Italy (44 
percent say they have the same income as they had 5 years ago). 


-- 
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(1) GLOOM ON THE HORIZON (6) MORE THAN BEFORE 


, LESS THAN BEFORE 
Are you confident that the economic , you richer or poorer than you 


situation will improve in 1982? . : 
(2) Yes, very confident were in 1976? 


(3) Yes, fairly confident (7) Richer 


(4) Not very confident (8) The same 


(5) Not a bit. (9) Poorer 


(10) Confidence in the future and wealth go hand in hand. 
While 19 percent of Italians are confident that 1982 
will be a good year, 20 percent say they are richer 
than they were 5 or 6 years ago; while 40 percent do 
not buy that notion, 40 percent have stayed just about 
where they were economically; while 31 percent are 
not a bit sanguine about 1982, 33 percent have got 
poorer. 
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Who, though, are the people who were getting richer over these years? 
Surprisingly enough, they are office workers, 33 percent of whom say 
they are better off, professionals and executives (22 percent of them 
have got richer) and merchants (20 percent of them better off). Who 
has been getting poorer? Forty-five percent of the unemployed, and 
40 percent of retirees on pensions. The stablest category? Factory 
workers, almost 47 percent of whom are making the same money today as 
they did 5 years ago. 


Bread and Culture 


The average Italian, the one who has lost a little ground or is making 
the same as he used to, is ready to give up a lot of things, but woe 
betide anybody who tries to lay hands on his dinnertable, his news- 
papers, or his books. Ask him what he has cut back on or will cut back 
on in 1982, he answers without the slightest hesitation: mainly en- 
tertainment: long vacations (28 percent, but only 12 percent would 
give up weekend trips), dining out, going to movies and the theater 
(27 percent). He is a bit more reluctant to consider reducing his 
spending on consumer goods: only 20 percent would use the car less, 
18 percent would hold off buying clothes, and 10 percent would post- 
pone buying things for the house. Only 7 percent, though, would be 
willing to give up books and newspapers (though they are already read- 
ing far less than they used to), and only 4 percent would be ready to 
eat less. 


What about the rich? That 20 percent of respondents who say they have 
got richer in recent years: what will they give up? Nothing. In 
fact, 19 percent of respondents, when asked what cansumption cutbacks 
they have made or plan to make, confidently replied: "None." 


House, Bank, and Treasury bonds ( (BOT) 


What steps are Italians taking to protect their savings from inflation? 
More than a third of respondents, 36 percent, aren‘t even considering 
the problem. And they say they have no savings anyway. Who are they? 
Mainly the unemployed (55 percent), students (59 percent) and factory 
workers (45 percent). Who does have savings put aside? Mainly office 
workers, merchants, professionals and executives? Many of them, 15 
percent of our total sample, are not giving the matter any thought, 
either, but for opposite reasons: they are enjoying life, and they 

are going to spend every lire they get. 


What about that half of our people who have decided ta invest their 
savings: what will they do in 1982? Nineteen percent immediately 
replied that they will invest in real estate (particularly merchants, 
professionals, and executives). The savings account, which 17 percent 
of Italians prefer, is the way pensioners and office workers choose to 
protect their savings. In third place, with 14 percent stating a pre- 
ference, come the beloved-hated Treasury certificates (BOTs), which 
tempt mainly office workers and factory workers. 


A house, the bank, and BOTs are decidedly the main investment targets. 
All runners-up lag far behind them. Only 5 percent of respondents 














| NIENTE VACANZE, NIENTE TEATRI... 
(1) (@uall consuml ha ridotto o prevede di ridurre nel 19827) 


Quali consumi verranno nel 1962? Soprattutto 1 divertimenti, dalle 
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VACANZE LUNGHE Long vacations 28 





RISTORANTE E TEATRO Restaurant,theater %% | 
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NESSUNO No cutbacks. 13:5 
ABBIGLIAMENTO Clothes 116 | 
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(1) NO MORE LONG VACATIONS, NO MORE THEATERS...-.- 


Question: In what areas of consumption have 
you already cut back, or do you plan to cut 
back on in 1982? Not quite so many consumer 
goods, like clothes and things for the house; 
very little reduction in spending on the ne- 
cessities: food and (surprise!) books and 
newspapers. 
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_I RISPARMI? LI INVESTO COSI’ 
(1) ~ (Come fnvestira 1 suol risparmi nel 19827) 


infatd, non ne he proprio menire 18 per conto l spender Il 35 per cento, 


infatti, non ne ha proprio mentre y at - — tutti. Gli altri, 
invece, investiranno soprattutto in case, in , in Bot. 








NON HO RISPARMI Have no savings. 4 35,6 








BENI IMMCBIL! Real estate 9 | 

















DEPOSITO BANCARIO 71 | | Savi as pocpunt 
SPENDERO’ TUTTO 183 | Spend fit B11 
BOT e TITOLI STATO 14,1 | BOTs : SS. 
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MY SAVINGS? HERE'S HOW I INVEST THEM 
Question: How will you invest your savings in 1982? 


Only half of us are going to invest our own savings 
in 1982. In fact, 35 percent of us don't have any 
to invest, and 15 percent of us are going to spend 
it as fast as it comes in. The rest of us, though, 
will put our money mainly into houses, savings ac- 
counts, and Treasury certificates (BOTs). 
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ECCO IL COLPEVOLE 
(1) : attunle situaxione 
GU intervistati dalla Makno non hani:| dubbi: la causa delle crisi 


mica 2 soprattutto politica; e il colpevole @ iacilmente identificabile: 
sia coune partito siz come governo che si sonc succeduti prima di 
di Giovanni Spadoiini. 
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GOVERNI PRECEDENTI 35,9 








PRODUTTORI DI PETROLIO OPEC 24 
SINDACATI LABOR UNIONS 2958] 
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(1) THE GUILTY PARTY 


Question: Who is to blame for the present economic 
situation? 

Makno's respondents have no doubts at all: the cause 
of the recession is primarily political; and the 
guilty party is easy to find: the DC, both as a party 
and as the governments we have had before that of 
Giovanni Spadolini. 
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said they were buying jewelry (office workers -- 7 percent and house- 
wives -- 8 percent). Stocks still looked good to 4.7 percent of those 
with idle funds (mainly merchants, with 9 percent), while gold tempts 
3-7 percent (but they are part of the 11.5 percent of executives and 
professionals in the sample); only 3 percent (merchants, mostly: 6 per- 
cent) still find paintings a good investinent, and 2 percent will buy 
automobiles. Undecided? Only 8 percent. These are no times for doubt. 


It's All the Christian Democrats' Fault. 


Asked: "Who is to blame for the present economic situation?" a goodly 
number of Italians pointed the accusing finger at the DC, which they 
targeted in three different responses, two direct, one general. | 
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The DC gets 14 flat-out guilty points (as against 1.4 for the Social-~ 
ists and 0.9 for the Communists); on top of these comes another 36 
percent blaming previous DC-headed governments: total, 50 points (the 
overall total is 180, because each respondent gave more than one ans~ 
wer). If to these 50 counts of guilt we add the generic 17 percent 
laid a. the door of the party system (in which the DC is, historically 
and politically, primus inter pares) the profile of political culpabi- 
lity is clear. 


What about the economic guilt? We have at least three villains here. 
First in line, with 40 points, come the "oil companies; 24 points are 
chalked up against the oil-producing countries, and 16 against the mul- 
tinational corporations. These are the international villains. 


What about our home-grown malefactors? Two lead all the rest: indus- 
try, with 26 points against it (split 15 for private industry to 2 for 
the state participation sector -- a reversal of the traditional picture) ; 
and, naturally, the labor unions, which are assessed 20 points on the 
scale of blame for the recession. As for the present government, it 
scored only 11 points -- but then it has not been in office long enough 
to do any major harm. 
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THE WINNER: SPADOLINI! 


Question: How would you rate the following people? 
The "approval index" for these public figures was 
arrived at by subtracting the total of negative (bad 
or very bad) ratings from the total of positive (good 
or very good) ratings. Only three of them won overall 
approval: Spadolini, Benvenuto, and Lama -- the three 
godfathers of the "anti-inflation pact." 

















What wtlt Spadotiot have bo doe == assuning that he rematus in OFF ice 
over the next several months? Makno's respondents make no bones 
about it: 53 percent of them want him to crack down hard on tax-dod- 
gers. This is the key move they think government must make. As for 
a legislative settlement of the cost-of-living escalator clause or 
regulatory action to govern the right to strike, notwithstanding the 
labor strife of last year, these issues are not very keenly felt: 
only 12 percent of respondents see them as more important than catch- 
ing the big tax-dodgers. 


Long Live the Social Contract! 


Giovanni Spadolini enjoys the highest approval rating: 30 percent. 
Well behind him are Giorgio Benvenuto, UIL secretary, with 6 percent. 
and CGIL Secretary Luciano Lama, with 5 percent. How's that for coin- 
cidence? These three men are the protagonists in the economic policy 
operation that has held the spotlight on the economic stage for several 
months now, and which is known as the "social contract" or the "anti- 
inflation pact." All the rest, opponents of the pact, are targets for 
opprobrium: that goes for Confindustria president Vittorio Merloni 
(11 percent negative), for Giovanni Agnelli (3 percent negative) and 
double for labor 1eader Pierre Carniti of the CGIL, who has a disap 
proval rating of 7 percent. And Carniti, of all organized labor's 
spokesmen, was the only one to come out against the anti-inflation 
pact. — 


Italians, as we see here, have faith in "the pact." But do they have 

as much faith in the government's economic policies? Not realiy. All 
the economic cabinet ministers held up for their approval, from Giovanni 
De Michelis to Nino Andreatti to Rino Formica, flunked the test. By 

all indications, Italians' confidence in their government's economic 
policy is lukewarm, to say the least. 
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ECONOMIC SPAIN 


SURVEY FORESEES SLIGHT ECONOMIC IMPROVEMENT IN 1982 
Madrid EL PAIS in Spanish 23 Dec 81 p 10 
[Arcicle by Alberto Valverde ] 


[Text ] The Spanish economy will pick up in 1982, and by the end of the year there 
may be better results not only on the growth front, but also in inflation and unem- 
ployment, according to the Organization for Economic Cooperation and Development 
(OECD) in its annual report on "Economic Prospects" which was released yesterday. 
The report estimates a yrowth rate of 2.5 percent, 12 percent inflation, a 
slightly lower increase in unemployment, and a Current account deficit of $4.5 
billion for 1982. 


Compared with the predictions made for 1981 by the organization, which is composed 
of the 24 most developed nations in the West, these estimates may be considered 
optimistic, although somewhat lower than the official predictions of the Ministry 
of Economics. The latter's forecasts for this year (more positive, however, than 
those presented by the CEOE [Spanish Confederation of Business Organizations/ are 
as follows: a 1.5 percent growth rate, 13.25 percent inflation, 1h percent of the. 
labor force unemployed, and a current account deficit of $5.7 billion. 


These figures must be viewed as a whole, as the OECD does, within the context of 
the world economy, and particularly within the OECD context. The organization's 
report departs from the assumption that the regional economy "is still in a reces- 
sion, although it is felt that the point of inflection has already been reached." 
In this regard, a "modest recovery" is to be expected for the new year, even 
though everything must be viewed within the context of the restrictive monetary 
and fiscal policy applied by the majority of countries. 


In the specific case of Spain, the report points out that “activity remained 
stationary during the first half of 1981," but "a recovery in investment (mainly 
in machinery and industrial equipment)" has been noted, "overshadowed by the fall 
in exports and in private consumption." 


"Unemployment continued its climb, albeit more slowly, to reach 14 percent in the 
second half of the year. Despite the acceleration of food prices, consumer prices 
were held in check because of a marked deceleration in non-food items, reflecting 
weakened demand, greater moderation in wage increases and higher productivity," 
adds the report. 
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Amid these favorable conditions, the report stresses the difficulties encountered 
in the external sector, manifested in a current account deficit of $750 million 
more than the $4.1 billion reached in 1980. This increased foreign deficit is ex- 
plained by the organization in terms of a drop in tourism income and higher 
payments abroad to service investments. 


Fiscal Policy 


In the fiscal sphere, the report mentions once again the higher budget deficit 
facing the Spanish economy as a result of the public sector's heightened invest- 
ment effort; it will translate into a debt of more than 900 trillion pesetas for 
the government this coming year, almost double the debt for 1981. In the monetary 
area, the OECD indicates that the money supply has remained at a low level in the 
range of objectives in 1981, "reflecting the weakening of real demand and the 
moderation of inflation rather than a tougher policy.” As for 1982, the OECD 
assumes that "it will remain neutral." 


Here, the OECD also assumes the beneficial effect of the National Employment Agree- 
ment (ANE), and predicts that the three signatories will honor the agreement. 


Based on economic indicators, the report estimates that "some kind of recovery in 
activity has taken place during the second half of 1981," including the continuous 
strengthening of investment and a resurgence of exports, extending to tourism. In 
this regard, the report foresees a continuation of this slight recovery, and in 
1982 it should reach the point that it produces a small decline in overall unem- 
ployment. 


All these positive signs pointed out by the OECD will culminate, after the 
marginal earnings in real wages bring consumption down, in a_ reduction of 
inflation, a moderate recovery of exports, and an improvement in the current 
account balance. 


Other Countries 


From the regional economic point of view, the report continues the guarded predic- 
tions that have characterized it in recent years. As an indication of its view of 
the situation, it begins with the following statement: "The economy of the OECD is 
still in recession." The optimistic note is added immediately, with the statement 
that “it can be asserted that the end is here, and a modest recovery is 
foreseeable in 1982." 

The OECD has not changed its predictions in this regard for Europe and Japan since 
June of this year, but it does make a significant change in its predictions for 
the U.S. economy; it says that country has made a U-turn. 


In general, the changes the local economy has undergone have been minimal in the 
past 6 months, especially because of the maintenance of (or in some cases the con- 
version to) a particularly restrictive fiscal policy. "The OECD governments," says 
the report, "have taken impressive actions to hold down demand, in order to 
prevent the oil crisis from affecting wages and leading to a new surge in 
inflation." 
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According to the OECD report, "the recession was inevitable" in many European coun- 
tries and even in the United States, where fiscal policy led to a recession during 
the second half of the year after the ephemeral recovery of the first half. 


Considering the different policies implemented, the report states that fiscal 
policy remains firm, partly because many countries in the area--particularly the 
United States--are heavily influenced by their government debt payment schedules. 
This problem has been exacerbated during a period of high interest rates, which in 
turn resulted from a restrictive monetary policy and the jump in inflation 
produced by the second oil crisis. 


On the unemployment front, the OECD claims that 28.5 million people will be out of 
work in the 24 countries of the area in 1982, representing 8 percent of the labor 
torce. Here, however, the organization warns that this is one of the most shaky 
predictions, and it estimates that at worst it could reach 10 percent, with a 
greater acceleration of that index in the United States. 


In the external sector, the report indicates that despite the uncertainty of mone- 
tary changes, there will probably be a significant modification in the external 
imbalances of the member countries. There should be a net improvement in the exter- 
nal positions of Japan and the Federal Republic of Germany, while the United 
States will experience a setback. These movements will probably produce tensions 
among member states, tempting them to step up protect.ve measures. 


The OECD report, finally, praises the relative success of the policies implemented 
in the area over the past 2 years, which have helped curb inflation. It is clear, 
says the OECD, that this result has not been obtained without cost, and that cost 
has been reflected in the loss of activity and in accelerated unemployment. 


Along these lines, the report stresses the efforts that should be made on the 
supply front, although it does express doubts about the continuation of this 
policy once action has been taken on demand when the economy begins to pick up at 
the end of next year. However, it insists that this kind of policy should always 
be considered and should under no circumstances be abandoned. 


"Only if supply becomes more flexible and inflation drops further will it be pos- 
sible to obtain the more rapid growth that is necessary to begin eating away at 
unemployment,'' states the report. 


Three lHlypotheses 


In the OECD in general, the highest growth rates in 1982 will be seen in Turkey 
(5.25 percent) and Japan (3.75 percent). 


The authors of the report estimate that at some point in 1982 monetary inflation 
in the West will drop from its current annual rate of 9.5 percent. In some 
countries such as France, Great Britain or Italy, however, inflation will remain 
above 13 percent. 


The report's forecasts are conditioned by three hypotheses: the persistence of 
current hydrocarbon prices, the stability of exchange rates for the major curren- 
cies, and the continuation of national economic policies. 








The report emphasizes "the adverse eftects a high level of monetary interest rates 
could have on the hoped-for economic reactivation in 1982." This reactivation will 
not hold rising unemployment in check, and that figure could reach a total of 28.5 
million people in 1982. 
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ECONOMIC SPAIN 


TAX RATE TO INCREASE IN 1982 FOR FOURTH CONSECUTIVE YEAR 
Madrid EL PAIS in Spanish 20 Dec 81 pp 54-55 


[Article by Jose Anton, Francisco Castellano and Jorge Pereira; passages enclosed 
in slantlines printed in boldface} 


[Text] In keeping with tradition, the draft budget for fiscal 1982, which is now 
being debated in the Cortes, includes certain innovations that, once approved, 
will have an impact on taxpayers next year. Some of them are favorable, but 
unfortunately the rest are unfavorable. In this article, Jose Anton, Francisco 
Castellano and Jorge Pereira describe and comment on the fundamental elements of 
the tax bill that is now in the final stages of discussion before becoming a legal 
instrument. 


Tax Innovations for 1982 


In addition to numerous extensions of measures approved in last year's budget for 
specific purposes during the fiscal year that is now coming to a close (upon which 
we will not comment because our readers are already familiar with them), the bill 
for the General State Budgets of 1982 also has many innovations which, as far as 
state taxation is concerned, will essentially affect the two income taxes (on 
physical persons and corporations) as well as indirect Caxation. 


Individual Income Tax: Four New Features 


There are four new features in the personal income tax that will concern the 
long-suttering taxpayer (three are favorable and one is negative), /to be effective 
exclusively during fiscal 1982./ If the proposed bill is passed, these innovations 
will raise the tax scale, increase family deductions, establish a new deduction in 
the tax rate for computed net yields from personal work, and make possible a 
deduction for investments as a function of a /fiscal savings account. / 


Starting with the good news, the bill includes a new increase in family deductions 
from 1982 taxes, consisting of 14,500 pesetas per married couple, 12,000 pesetas 
per child, 10,000 pesetas for cach elderly parent living with a taxpayer, provided 
the parent's income is not more than 100,600 pesetas per year, 9,000 pesetas for 
each member of the family unit aged 70 or older, or, finally, 32,000 additional 
pesetas for each child or family member who is blind, seriously mutilated or in- 
valid, whether physically or psychically, for congenital or accidental reasons. 
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The new proposed tigures entail an increase of 2,000 pesetas in each case, 
compared with the 1981 regulations. 


Deduction for Income from Personal Work 


Another promising measure for those ot us who live principally from wages is the 
proposal for a /tax rate deduction/ of 1 percent of net income from personal work. 
This proposa! should not be confused, however, with the measure already incorpor- 
ated into the new tax regulations on the income of physical persons, in Article 
45-1.i. That article states that to determine precisely this net income from work, 
the total income should be reduced by 1 percent to cover necessary expenses, 
including such expenses that are difficult to itemize. 


Although the technical basis for this proposal--naturally recommendable for reasons 
of equity--was the lack of discrimination in terms of the origin of income in the 
capital tax, in our opinion the essential reason for the Administration's recommen- 
dation of this new tax deduction was to mitigate, if only a little, the dispropor- 
tionate amount of the tax on income from work in relation to the total income 
declared. According to the Finance Ministry itself, that proportion was nearly 85 
percent of the total in 1979. 


"Fiscal Savings Account" 


A third proposal, also helpful to the taxpayer, consists of allowing a special 
account with a fixed term of not less than 3 years, called a /fiscal savings 
account,/ in banks and savings institutions, to be considered an investment for 
the purpose of claiming the 15 percent deduction in the income tax rate for 
physical persons (that percentage will undoubtedly include all investment deduc- 
tions in 1982). 


In this way, long-term capital investment modalities will gain equal taxation foot- 
ing. Thus, investors will have more freedom of choice and will not be forced to 
invest in bearer securities or in owner-occupied housing. In the past, those were 
the most suitable ways to take advantage of the above-mentioned 15 percent deduc- 
tion. For this reason, the measure seems to be a wise one in that it eliminates 
that tax discrimination and makes the process of investment selection clearer so 
that each saver can tailor his investment to his own situation and needs. 


Along these lines, in order for time deposits to qualify for the above tax advan- 
tage, two requirements must be fulfilled, atfecting their availability and amount: 


|. During the minimum period of 3 years, the balance of the time deposit shall 
be unavailable, unless funds are drawn due to involuntary acts or events--which 
shall be determined by regulations, although it appears that such matters as bank- 
ruptcy, the suspension of payments, embargoes and death, among other factors beyond 
the depositor's control, will be considered--or for the purchase of bearer securi- 
ties otficially listed on the stock market. In the latter case, such purchases 
will not he eligible for the new deduction. Since the total deductible deposit 
can be made several times during 1982, to avoid calculation complications it appears 
that the Administration's criterion will be to consider the beginning of the 3-year 
term to be the date when the tax is due, 31 December 1982. 


The total or partial liquidation of these time deposits before the 3-year period 
has ended will result in the loss of the tax benefit (unless the above-mentioned 





exceptions come into play). The correction must be made during the tax period when 
the liquidation was effected, without prejudice to the late interest and sanctions 
that may apply. 


2. As for the amount, the time deposit moves between two absolute limits and one 
relative one. 


On the one hand, it cannot exceed the absolute amount of 500,000 pesetas a year, 
nor can it be less than 100,000 pesetas during the same period. 


On the other hand, it can not exceed, along with the investment in officially 
listed bearer securities, 25 percent of the tax base of the deposit in question or 
the family unit that takes advantage of the incentive. 


Given the limitation of investments to 25 percent of the tax base, the absolute 
limits of 500,000 and 100,000 pesetas are harder to understand and do not seem 
justitied. Moreover, the lower limit (100,000 pesetas) can be considered unjust in 
that it clearly discriminates against modest savers in the lower income brackets 
who cannot utilize this tax incentive because their savings do not add up to that 
amount. Perhaps it would be wise for the Senate to take that circumstance into 
consideration and adopt the necessary measures to rectify the situation. 


It would also be appropriate, in our opinion, for the Senate to reconsider or clar- 
ify the amendment introduced in Congress that states that in the case of 
non-compliance with the requirements for the account, "the depository financial 
entity shall be wholly responsible for the tax debt." How can the financial 
institution control the actions of individual depositors or audit their income tax 
statements? 


Higher Rate 


All things considered, the three favorable measures discussed above only mitigate 
the foreseeable negative impact of the higher tax scale proposed for 1982. Thus, 
the effect of the nominal rate increase will be added to that of the higher effec- 
tive rates resulting from inflation. 


In addition to the mere than 5 percent increase in the nominal rates of each 
bracket (not 5 points, but 5 percent of the former percentage), inflation in 
effect raises the rates that result from applying a progressive tax to tax bases 
that are growing in terms of current pesetas but are constant in real terms. This 
was precisely why the Administration decided to reduce the rate in its draft 
budget for this year. 


By way of example, in the chart on this page are listed the effective rates corres- 
ponding to a married taxpayer with two children whose sources of income respond to 
the structure indicated by the Finance Ministry in its analysis of the results of 
the tax in 1979. Inflation rates of 14.5 percent and 14 percent are assumed for 
1981 and 1982, respectively. The chart shows the following points: 


-~-In the first place, inflation has pushed effective tax rates upward in a gradual 
and steady manner since 1979. 











--In the second place, this increase is relatively smaller for families with more 
modest incomes, because the increases in the deductions for couples and children, 
being fixed, benefit that group of taxpayers more than others. 


--Finally, these higher effective tax rates can be compensated in part by taking 
advantage of the current investment incentives, which haven't been considered in 
this analysis because they do not depend on objective circumstances but on the 
personal decisions of each taxpayer. 


It is true that this increased tax pressure seems to be based on the need for more 
fiscal revenues to counterbalance the increasing deficit in the public sector. 
Naturally, these additional revenues cannot be obtained in the short run through a 
better distribution of the tax burden, so in the future it would be appropriate to 
obtain the additional revenues required, as far as this particular tax is con- 
cerned, from due taxation of income that is now less subject to controls. 


Corporate Tax 


In addition to the extensions proposed /for 1982/ of precepts already included in 
the 1981 budget, two innovations in the corporate tax should be mentioned here. 
They concern the tax rate and the investment deduction. 


As for the tax rate, it will rise to 22 percent in 1982 as applied to savings insti- 
tutions, rural savings banks, credit cooperatives and mutual insurance coopera- 
tives. The only thing that should be noted with regard to this measure is a 
question as to its timeliness, when rates in general have not been raised. If, 
when the tax was passed, the legislators were correct in determining the necessary 
tax rate as a function of the nature of the affected juristic persons--and we 
assume they were--why change that rate in 1982 only for certain entities? 


The second new feature has to do with the investment deduction; in addition to 
extending the exemptions included in the 1981 budget, with slight modifications, 
new possibilities are opened up in cases when investments yield positive net re- 
sults. Specifically, in 1982 the exemptions for the investment deduction will con- 
tinue to include as acceptable items the same ones that were deemed acceptable for 
this fiscal year; real investments for the creation of employment will continue to 
be excepted; the growth of the payroll will still be computed the same way, using 
the system of annual moving averages; and the applicable deduction rates will be 
the same, with the changes indicated below, among other minor variations. If the 
proposal is approved, however, the moment of liquidation when the deduction comes 
into etfect will be changed; it will take place after reducing the overall 
allotment by the amount of deductions for dividends, foreign earnings subject to 
taxation and discounts in the rate. 


Modalities and Types of Deductions 


The modifications in this year's tax law will include the following modalities and 
types of deductions: 


i. im the first place, an additional deduction of 5 percent of net investment in 


new fixed assets will be introduced in 1982. For the purpose of this regulation, 
the deduction shall consist of reducing the amount of investments made next year 
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in the new tixed assets established by regulation, by the following amounts: the 
total of the maximum fiscally acceptable depreciation corresponding to 1981 (which 
apparently will be determined by applying the maximum coefficients approved by the 
Finance Ministry to the values of the depreciable goods as of the end of the 
fiscal year), and the total of the disinvestments produced between 1 October of 
this year (to prevent this announcement from encouraging decisions to be made 
before the law is passed that would detract from the final result of the proposed 
measure) and 31 December 1982. 


2. In the second place, the deduction for investments in research and development 
prograns for new industrial products or processes in 1982 will be 15 percent. 


3. Finally, the 10 percent deduction for /underwriting/ securities with /qualified 
quotations/ on the stock market or those which represent the /public debt/ would 
be subject to the following additional requisites: 


--Only the net investment would be considered, meaning the result of subtracting 
from the amount of securities underwritten in 1982 the amount of tne alienations 
(the Administration's criterion seems to be to include all securities, whether 
listed or not, qualitied or not, underwritten or purchased) effected between 1 Octo- 
ber of this year and 31 December 1982. 


--The maximum amount of the deduction would be limited on the one hand by the 
amount of the 1981 profit earmarked for reserves, and on the other hand, by 20 
percent of the allotment. 


--The securities eligible for the deduction must be held for 5 years. 
Indirect Taxation 


Finally, in indirect taxation, the main innovations (effective exclusively in 
1982) consist of the modification of rates and exemptions for the amount--generally 
increasing--of taxes, the most noteworthy of course being the half-point rise in 
the tax rate and the provincial surcharge on the business transfer tax, so in 
general the tax rate would be 3 percent and the surcharge 1 percent, with the 
following exceptions: 


--In the tax rate, 3.3 percent for sales, supplies, deliveries or transfers by 
manufacturers or purchasers, when the latter are retail merchants or final consu- 
mers; 3.5 percent for business real estate sales; 0.7 percent for sales by whole- 
salers; and the current rates for electricity and cinematic events. 


--In the surcharge, 0.7 percent for transfers undertaken by manufacturers or 
industrialists when the purchasers are not retail merchants or final consume«s; 
0.2 percent for those made by wholesalers; and the current rates for electricity. 


Of course, to equalize the taxation of real estate transferrals, whether by busi- 
nesses or not, there would be a simultaneous increase of 5 percent of the rate of 
the tax on the transfer of assets and documented legal proceedings for non-busi- 
ness real estate sales, as well as the constitution and conveyance of the federal 
taxes that may apply to those proceedings, except for guarantees. 








The fundamental reason for the proposed increase in indirect tax rates in general, 
and in the tax on business transfers in particular, lies in purely monetary consi- 
deratiors. Thus, the secular problems of our consumer taxation are accentuated, in 
that they derive largely from the existence of a general tax on cascade sales, as 
is the case with the current tax on business transfers. For this reason, to avoid 
such problems and at the same time harmonize community taxation, it is more and 
more imperative that Spain implement a value added tax. 
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POLITICAL AUSTRIA 


CONSENSUS BETWEEN SOCIALIST, PEOPLE'S PARTY WANES 
Vienna DIE PRESSE in German 24 25, 26, 27 Dec 82 p 3 


[Article by Dieter Lenhardt: "Consensus, but at a Distance--SPOe [Austrian 
Socialist Party] and OeVP [Austrian People's Party] Are Having a Difficult Time 
With One Another"] 


[Text] In the past 3 months a new principle has manifested itself in Austrian 
domestic politics. Actually there is nothing new about it except its manifestation, 
for there has been a lot of talk for some years about "consensus" between the two 
big parties, about important broadly based decision--increasingly so as the general 
situation and prospects were becoming more sober. Consensus as a principle, 
incidentally, has existed for a very long time in dealing with the legal reforms in 
parliament--and, of course, even longer between management and labor. 


It was only between the big parties that it did not seem to want to prosper for a 
long time. The People's Party was afraid for its special profile, which appeared 
to be fuzzy as it was, while the SPOe feared for the aura of its strength. But 
then, when it was a case of giving financial aid to the suffering steel industry, 
they needed one anther. While the SP0e required the other "half of the realm" to 
share responsibility, the OeVP needed to score by way of facilitating matters for 
small and medium-size businesses. It was “possible” to cooperate--with difficulty, 
but possible. 


And now the question is--coincidentally at Christmas and before the new year--how 
it might be possible to continue on that route. Fields of force with quite 
different charges are becoming apparent, and in the prevailing view of observers 
in both camps the negative charge will be the more powerful one. 


First of all, there are two external aspects which indicate that the end of 
cooperation is approaching again after it has only just begun. We are already well 
into the second half term of the legislature, and notwithstanding assurances to the 
contrary one cannot rule out the possibility of premature new elections. It is 
above all the big opposition party that has to be intent on keeping its distance 
from the SPOe. "My greatest concern is that so far we have not managed to make 
clear to the people what we stand for," a leading OeVP politician recently said in 
conversation. Party Chairman Mock's statement too (positive though it sounded) that 
the OeVP had proved that it was not a "party of no-men" already anticipates the 
impending disassociation. The second formal aspect is entirely a practical 
political one. Only through clear differentiations from the opponent is it possible 
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to motivate a party and functionaries’ apparatus in a latent pre-election period 
to be and remained armed. There is no getting around the fact that the gun in the 
"at the ready" cliche here is the awareness that "completely different things" can 
and must be proposed to the electorate. 


Of much greater moment, however, is the fact that in the government party economic 
policy one has already made decisions which run entirely counter to the OeVP 
demands for a change in course. Reduced to the lowest common denominator, there 
are: The increasing unemployment is to be fought not, as the OeVP has demanded, by 
coming up with additional means of investment through drastic economies in nonpro- 
ductive expenditures but by increasing money supply (raising the budget deficit and 
government indebtedness). This means hitting the People's Party straight in the 
face, and voices can be heard which conclude that the stubborn announcement of the 
SPOe that it is intended now to pursue "the same policy as in 1974/75" indicates a 
decision for premature elections. But one also encounters OeVP politicians 
revealing a grim joy at the apparently unavoidable big confrontation. The Social- 
ists, they say, should be left to proceed with the short-term and shortsighted 
securing of jobs at any price, making it possible for the OeVP definitively to 
propound itself as the "party for tomorrow." 


There are incidentally a great many indications that in the sense of “holding still 
for the sake of reason" a quite different large sector of concerns is being kept 
out of the impending economic, electoral and other campaigns--namely, social 
security and its reform. If that really comes off, the situation, people say, will 
be that, whereas there will be no question of a fundamental consensus (which would 
be imaginable only if it includes general economic policy), the confrontaticn will 
be not so total, with a key point for restarting having been saved "for later." 


"For later"--whatever that may mean. It is being registered as a noteworthy, 
though not amazing, point that the SP0e leadership in the past few weeks has been 
cultivating its programmed predilection for the FPOe [Austrian Liberal Party] 
with not much enthusiasm but rather as an obligatory exercise. With due caution, 
one could conclude from this that whereas the impending policy of stimulating the 
economy is election-oriented, it is not intended to isolate the OeVP beyond the 
date of the next elections. Accordingly one can expect in the coming year a more 
open, though extremely controversial, domestic policy, which might be propelled 
just as much by dramatic economic developments as by a possible dramatic changing 
of the guard at the top of the government party. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


INTERIOR MINISTER BAUM OPPCSED TO COALITION CHANGE 
Frankfurt/Main FRANKFURTER ALLGEMEINE in German 12 Dec 81 p 6 


[Article: "Baum: The Coalition Would Survive a Change in Hessen; 'It Would Be 
Possible to Govern with a Two-thirds Majority of the CDU in the Bundesrat'"] 


[Text] Bonn, 11 December--Federal Interior Minister Baum, who is also a member of 
the FDP presidium and is regarded as the most prominent representative of the left 
wing of his party, believes the Bonn coalition has been strengthened again after 
an irrational (Baum borrowed the word from "summer theater") phase. As far as the 
Federal Government is concerned, Baum, as he stated in an interview with his paper, 
does not see any election risks for the FDP working side by side with the SPD. 
Baum thinks the SPD may be actually helping the Free Democrats by increasingly 
blaming the liberals for austerity when it does not agree with social democratic 
ideas (state investment programs for job creation, tax increases for middle and 
higher incomes only). First, the importance of the FDP in the government is thus 
emphasized and second, no large party does itself a service by complaining that 

it is being overruled by its far smaller coalition partner in matters of signifi- 
cance to it. 


The FDP, on the other hand, could be hurt if it abruptly changed over from a Bonn 
government coalition to one with the CDU. Such a shift would need a special 
reason that appeared to be logical and imperative by the party's voters. At pre- 
sent no such reason exists. Baum hinted that there would be further finance 
problems, but that they could be resolved. The FDP, for example, was willing to 
accept certain subsidies, and Baum did not rule out the possibility that the SPD 
could call these measures part of the job creation program it desired. 


Recently Baum came out publicly for the FDP's continuing the Bonn coalition and 
against changing sides, alluding to the consideration the unions would be assumed 
to show a government headed by the SPD. Nevertheless, Baum is evidently concerned 
about the unions' attachment to the SPD: the unions found it difficult always to 
remember that they were dealing with a federal government consisting of two, not 
one, parties. Clearly Baum is thinking especially of the present differences 

with the public service employees, above all with the OETV led by Kluncker, which 
is fighting the l-percent wage cut decided upon by the federal government that is 
due to take effect on 1 March; the OETV has even threatened to go on strike. 


Baum appears to have some misgivings about the entire reduction business (actually, 
it is less than 1 percent, since only base pay is to be affected). But Baum 


50 








promises that the FDP and himself as the minister responsible for the pay of civil 
servants and the wage negotiations for public service employees would not accept 

a cut only for civil servents--in case that was what the OETV and the SPD were 
aiming at. 


Anyway, the cut coincides with next year's round of negotiations for public employees 
so that there are propagandistic ways out. The union could portray a settlement as 
making good the cut. Baum expects the SPD to attempt once more to keep the salary 
increases of the higher pay groups lower, as it has this year. As regards an 
eventual strike by public employees, Baum states that in the present employment 
situation a strike would not sit well with the public, which has its own opinions 
or prejudices about public employees anyway--from this point of view, the employers 
would be in a good starting position. The federal interior ministry is carefully 
examining the constitutional objections raised lately against civil servants--who, 
as Baum reemphasized in a recent public statement, are forbidden to strike--taking 
over certain jobs of striking employees. In matters of active loyalty to the 
constitution, which civil servants have to swear, Baum is going to introduce 
legislation to distinguish among civil servants according to their functions. How- 
ever, he intends to await the written opinion of the federal administrative court, 
which on 27 October removed technical telephone clerk Peter from his job with the 
federal post office on account of his communist activities. 


Baum labeled as misleading the frequent assertion that the present federal govern- 
ment could not survive the state elections in Hessen next fall if the CDU should 
take power in Wiesbaden (Hessen is being governed by an SPD/FDP coalition). First 
of all, he points out that if the CDU manages to obtain sufficient votes to govern 
without a coalition (providing it "keeps" control in Lower Saxony and Bavaria, which 
Baum assumes will be the case), it will by itself have only 26 of 41 full votes in 
the Bundesrat (West Berlin's votes do not count in legislative matters). Twenty-six 
votes, however, is not a two-thirds Majority in the upper house--and two-thirds is 
required to reject any law. The SPD and FDP coalition does not have the necessary 
two-thirds majority to override objections by the Bundesrat. The CDU majority 
becomes a two-thirds one (28 votes are needed) only if the three votes of the 
Saarland are added. But the Saarland is run by a CDU and FDP coalition; Baum 

points out that if there is a change of government in Hessen, the Saar FDP will 

have the job of supporting the Bonn coalition's policies in the upper house. Be- 
sides, for years now the SPD-FDP coalition has had and has been able to live with 
the threat of veto by the Bundesrat-~-about half of all laws require the approval 

of the upper house and ofte. are among the more important ones. 


In Hamburg as well as in Hessen, says Baum, he could imagine a situation after next 
year's parliamentary elections in which a great coalition of CDU and SPD would be 
the only combination producing a majority able to govern. Baum does not voice an 
opinion on the question of the FDP considering a "Berlin solution" in these states. 
This is what could take place: the SI’D and the FDP are stronger than the CDU, but 
do not have an absolute majority and would govern with the support of the Alterna- 
tives/Greens. In several instances tle SPD has of late elected one of its number 
mayor with the help of the Alternatives/Greens, sometimes with, sometimes without 
the aid of the Free Democrats, which Baum has noted carefully. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


LOWER SAXONY FDP READY FOR COALJ TION WITH CDU 
Duesseldorf HANDELSBLATT in German 4-5 Dec 81 p 25 


[Article by Klaus von der Brelie: "Lower Saxony; FDP is Ready for Coalition with 
the CDU"] 


[Text] Hanover--On Thursday, Lower Saxony's liberals, meeting in Hanover, finally 
decided to promise the CDU a coalition after the state elections on 21 March and 
immediately went to war with their possible future coalition partner. 


Free Democrat State Chairman, European Deputy Heinrich Juergens, accused Prime 
Minister Ernst Albrecht (CDU) of having governed in a high-handed manner while the 
FDP was not represented either in the parliament or in the government. The head 
of the state government had not been checked by his cabinet. The state legislature 
in Leine Castle in Hanover had become a parliament of sufferance and silence, 
stressed Juergens. 


Anticipating the FDP's special state convention which is to determine the election 
platform for the state elections the weekend after next in Bad Rothenfelde, Juergens 
revealed the intentions of the Lower Saxon FDP regarding a coalition government: 

the liberals are willing to form a coalition with the strongest political force in 
the state. Juergens spoke with deliberate caution and did not mention his partner 
by name, 


To clarify the position of the FDP state executive, the Diepholz farmer added, 
"However, the FDP will under no circumstances agree to a coalition with a party 
that wins an absolute majority." 


ln Lower Saxony, no one, the SPD included, expects the Social Democrats to recoup 
the losses suffered in last September's municipal elections by next March. Serious 
polls are making the Christian Democrats hopeful of winning an absolute majority 
once again. Nevertheless, Albrecht is courting the FDP. He has promised the 
liberals a coalition and two ministers. Juergens is calling this offer unfair and 
is mobilizing his fellow liberals to take at least 100,000 votes away from the 

CDU in the election campaign that is gradually beginning. The FDP lost these 
100,000 votes to the CDU in 1978. Juergens has calculated that his party may win 
a 7-percent share of the vote and hopes to outpoll the Greens. 


While attacking the CDU, Juergens took the SPD to task too. He accused the Social 


Democrats in the state legislature of having failed as an opposition party and of 
having lost heart. 
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Under the slogan "Our state needs fresh policies" the FDP claims it is going to 
improve many things, regain lost ground. Juergens especially regrets that, in 
extraparliamentary opposition, he was unable to prevent the revision of the liberal 
university law. In addition, the FDP would also have rejected the baby allowances 
if it had been represented in the parliament. 


With his criticism of the laws and measures passed by the CDU on its own, Juergens 
is specifying the goals that the FDP will be setting in Bad Rothenfelde on 12 
December. Juergens has formulated principles that are to constitute a base for 
the election campaign as well as for negotiations to form a government. 


Thus he wants to be certain that the FDP will be able to affect the way the Lower 
Saxon state yovernment votes in the upper house. Then he would like to combine 
all offices having jurisdiction over the protection of the environment ina 
single ministry. The FDP has also written on its blue and yellow banners the 
reduction of public responsibilities and an increase in spending on investments. 


Furthermore, the FDP has a revision of the local government reform in mind. 
Finally, the liberals would like--in order not to be deprived of representation 

in parliament again--to introduce a two-vote system for state elections. Moreover, 
the Free Democrats wish the future state government to refrain from making standard 
inquiries with the Constitutional Police in checking out applicants for government 
jobs. 
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POLITICAL FEDERAL REPUBLIC OF GERMANY 


HAMBURG CDU CANDIDATE KIEP PROPOSES COALITION TO FDP 
Frankfurt/Main FRANKFURTER ALLGEMEINE in German 7 Dec 81 p 5 


[Article: "Kiep Unanimously Selected to Head Ticket; Hamburg's CDU Clearly 
Proposes Coalition with FDP/Finance Policy"] 


[Text] Hamburg, 6 December--Over the weekend, CDU politician Kiep was unanimously 
selected to head the party's ticket by an assembly of representatives. Kiep 

received 206 out of 208 valid votes. In second place is the leader of the CDU 
parliamentary group in the Hamburg parliament, Perschau, who was recommended by a 
17-member election committee; there were two votes against him and six abstentions. 
The next places were filled by Perschau’s deputy Willich, senior grammar school 
teacher Knipper as well as the newly elected chairman of the Social Policy Committees 
Kruse. The assembly followed the suggestions of the election committee in choosing 
names for the next places on the ticket. Thus, 13 deputies of the 5] member 
parliamentary group will not be returning to the legislature. 


State Chairman Echtennach pointed out before the selections that politics in the 
Hanse city were stirring. He quoted the results of the latest polls according to 
which the CDU, which received almost 14 percent fewer votes than the absolute 
majority of the SPD in the last parliamentary elections in the city, was currently 
4 percentage points ahead of the Social Democrats. Hamburg's SPD might not have 

a working majority even with the aid of the FDP. The Hamburg CDU leader called 
attention to the offer of the, as he said, "pink Greens" to tolerate, if need be, 
a minority SPD senate by abstaining. Obviously the distressed Hamburg SPD, said 
Echternach, was considering the idea of a secret coalition with the alternative 
movement, which in Echternach's words consisted of "apostles of chaos, dropouts 
and radical opponents of democracy". Therefore, it was irresponsible on the part 
of the governing party to wish to remain in power with the help of the alternatives. 
The CDU was going to force the Social Democrats to inform the people about their 
intentions after the next elections. 


Warning against "premature euphoria" in light of the polls, Kiep clearly proposed 
to the FDP the formation of a coalition in speaking to the party assembly. Kiep 
said in reference to FDP concern about the effects of a coalition on federal 
politics that his party was not interested in overthrowing the Bonn alliance by 
means of the Hamburg elections. The federal government would dig its own grave. 
Besides, Kiep referred to the coalition in the Saarland as a model. In his speech 
the mayoral candidate of Hamburg's Christian Democrats dealt primarily with 
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economics and finance. The Hanse city was behind Bremen in occupying a top posi-~ 
tion with respect to per capita debt. The deficit of over 1 billion marks in the 
new budget draft of the SPD senate constituted a clear violation of law and 
constitution. 


The CDU did not have a panacea for. solving Hamburg's financial problems, but it 
could provide "a team that has an idea of how manage the economy". The stabiliza- 
tion of the budget, the reduction of new indebtedness could not be accomplished 
without severe cuts in state services. Kiep demanded a shift in economic, finance 
and social policies. In legislating on social policies and taxation, Hamburg should 
restore the principle of ability and achievement to the position without which the 
idea of the welfare state could not be realized in the long run and unemployment 
could not be eliminated. At the beginning of next year, the CDU will confer on 

and pass its election platform, which has already been drafted. 
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POLITICAL FINLAND 


SAARINEN THREATENS TO RESIGN, GIVES ULTIMATUM 
Helsinki HELSINGIN SANOMAT in Finnish 19 Dec 81 p 10 


(Text] The Commnist Party's (SKP) internal situation got tenser than it was 
Friday evening after chairman Aarne Saarinen announced on a television news inter- 
view he gave that tense conditions continued to exist among SKP leaders, 


On Thursday, after the final dissolution of the SKDL [Finnish People's Democratic 
League | parliamentary delegation, Saarinen had, to be sure, already announced that 
he had no intention of continuing to lead a disintegrating party, It was, however, 
believed that his possible resignation would come at a more opportune moment, at 
the special party congress to be held in the spring, 


On Friday evening Saarinen scheduled his possible resignation for an earlier time, 
According to him, a solution to party harmony can be achieved at the SKP Central 
Committee meeting to be held in early February, "If that does not happen, I have 
no other alternative but to resign," Saarinen said, 


The following are the conditions chairman Saarinen has imposed for his continuation 
in offices 


1, The minority faction mst in reliable fashion agree to observe the decisions of 
the decision-making bodies and behave in the menner prescribed by the party rules 
and the decisions of the 19th SKP Congress, 


2, The editorial staff of TIEDONANTAJA must cease its factional activities, that 
is, give up its role of party opposition, 


On Friday evening Saarinen told HELSINGIN SANOMAT that he had not discussed his 
threat to resign with other SKP leaders, "Of course, it was an independent de- 
cision,” he said, 

SKDL Now Has Two Parliamentary Delegations 


The Commnist split that has been predicted as final materialized Thursday in 
Parliament when the minority wing voted against the government's budget line in 
opposition to the parliamentary delegation decision, 
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All 11 minority members had already been suspended earlier, in the fall, for in- 
subordination through opposition to delegation decisions, In connection with the 
previous suspension a decision was made whereby the next vote against an SKDL 
parliamentary delegation official position would lead to automatic suspension 
from the delegation, 


In accordance with this decision, "Stalinist" parliamentary representatives are 


now excluded from the SKDL parliamentary delegation until the end of the current 
elected term of office, that is, until the spring of 1963, 
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POLITICAL FINLAND 


ORGANS OF CP'S FEUDING GROUPS TRADE CHARGES 
Helsinki HELSINGIN SANOMAT in Finnish 19 Dec 81 p 11 
[Text] Irresponsible Individuals at TIEDONANTAJA 


KANSAN UUTISET, the majority organ, which accuses the minority organ, TIEDONANTAJA, 
of "being surrounded by irresponsible, factional individuals," has been deli bera- 
ting the splitting of the Commmist parliamentary delegation into two camps, 


In the opinion of KANSAN UUTISET, it is to be feared that, unless the minority 
leader clique changes its ways, such parliamentary delegation differences may 
continue to ocour in other factions of the Finnish People's Democratic League, 


"These incidents once again demonstrate that the leaders elected at the 19th SKP 
[Finnish Communist Party] Congress have not succeeded in their efforts to unite 
the party, To be sure, among constituents sympathetic movements are afoot, but 

at the top the situation is even worse than it was before, The demand, circulating 
for other reasons as well, that a special party congress be held has evidently re- 
ceived new momentum, The idea that a special congress can be convened just to 
change leaders may, however, be wrong, In this instance, they are obviously faced 
with much more serious moments of reckoning, And if they switch to this path, it 
will also be inevitable for the party to leave this congress as a broad-minded 
party, a contemporary one, as a force that will defend the real interests of the 
Finnish people," 


Suspenders Damage Interests 


TIEDONANTAJA, the Coumunist minority organ, is of the opinion that the parliamen- 
tary delegation majority has grossly damaged worker interests and SKP decisions, 


“A principled stand against unemployment on behalf of the workers is the only 
tangible evidence that there are people in this country ready to defend worker 
interests and it is at the same time a pledge that promises results too, Backing 
down, submitting, tolerating unemployment is a brutal act against the workers, 


"If because of this delegates who have voted for appropriations for employment 
are suspended from the People's Democrat delegation, we have written an unparal- 
leled black page into the history of the worker movement, to say nothing of the 








history of the commnist movement, A parallel to this can scarcely be found in 
any country, in the commmist movement of any country, 


"SEP decisions are made on the basis of possible suspensions, ‘The suspenders have 
grossly damaged worker interests and SKP decisions, It is about time for conolu- 
sions, a time for building unity only and purely on the basis of SKP decisions 
and the interests of the workers and not on any other basis," 











POLITICAL FINLAND 


SINISALO BACKS CP-WING REVOLT—Lappeenranta (HS)—-Minority Commmnist number-one 
man, Taisto Sinisalo, feels that the “suspension of delegates who pursue a genuine 
and honest worker policy from the SKDL [Finnish People's Democratic League| pax 
liamentary delegation is an unprecedented event in the Finnish worker movement," 
In Lappeenranta on Friday Sinisalo condemned what happened, According to Sinisalo, 
the suspension has given rise to widespread consternation and disppproval, “In 
the debate over the government income and expenditures budget, two vastly differing 
policy lines have run up against one another, The situation indicates that the 
battle over our country's economic and domestic policy line has come to a head, 

The problem affects the entire worker movement, We now have to with all available 
means intensify the fight for the worker policy and against the bourgeois policy," 
Sinisalo said, The "Stalinists," led by Sinisalo, were suspended from SKDL par~ 
liamentary delegation activity on Thursday in Parliament when they voted against 
delegation decisions, ‘The suspension will be in effect until the end of the 
re 5066 of office, [Text } [Helsinki HELSINGIN SANOMAT in Finnish 19 Dec 81 
pii} 11 


CP COMMENTS ON POLAND—Finding a political solutien to the crisis situation is a 
matter for the Poles alone, ‘Therefore, all foreign intervention in the affairs 

of the Polish people,mst be averted, This is what the Finnish Commnist Party 
(SKP) Political Bureau said on Wednesday when it took # stand on the Polish situ- 
ation, ‘The SKP hopes that a solution will be found peacefully, without bloodshed 
and civil war, In the opinion of the SKP, socialism has a solid base in Poland, 
According to the SKP, most of Poland's workers and working class want "socialist 
reform, a way out of the crisis, in a way that protects the development of the 
socialist society, Poland's international commitments and position as well as the 
country's security," In the statement of its position, the SKP understands the 
actions taken by Poland's military leadership, ‘The SKP feels that martial 

law safeguards the possibility of leading Poland cut of anarchy and chaos, Pin— 
nish Commmists see profound faults in Poland's economic and domestic policy as 
well as the leaders' fcilure to listen to the opinions and criticiams of the 
masses as the fundamental reason for the crisis, In the opinion of the SKP, along 
with thata serious credibility gap had arisen between the people and the political 
leaders, The SKP says that bureaucracy and abuses had increased, In the SKP's 
opinion, foreign imperialist forces also exploited the crisis that had arisen in 
their attempts to influence the development of Poland, [Text] [Helsinki HELSINGIN 
SANOMAT in Finnish 17 Dec 81 p 26] 11466 
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UNION'S PRO-SOLIDARITY STAND ATPACKED—Urho Jokinen, chief editor of TIEDONANTAJA, 
the "Stalinist" wing of the SKP's [Finnish Commmnist Party] organ, asks why Central 
Federation of Finnish Trade Unions (SAK) leaders are that Polish Soli- 
darity leaders be freed, SAK's to a certain extent pertinent but, on the 
other hand, fesble and peculiar stand also falls among these positions, What do 
SAK leaders mean by demanding that Solidarity leaders be freed? Will the strike 
rioting leading to an ever=-worsening state of bankruptcy and the suffering the 
drop in production has inflicted on Poles contime, or what?" [Text] [Helsinki 
EELSINGIN SANOMAT in Finnish 17 Dec 81 p 10] 11466 
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MILITARY FEDERAL REPUBLIC OF GERMANY 


DETAILS, COMPARISONS OF DEFENSE BUDGET 
Bonn WEHRTECHNIK in German Dec 81 pp 71-74 


[Text] As a supplement to the previous report on the 1982 bucget under parlia- 
mentary consideration, WEHRTECHNIK presents in the following pages detailed ex- 
cerpts from the explanations drawn up on Individual Plan 14 by thie Federal 
Defense Office. 


I. Brief Survey 


The defense budget corresponds to the economic possibilities of the country and 
takes the financing of other important governmental expenditures into considera- 
tion. A defense policy that would exceed the present problems of employment and 
growth of the German industry would fail just as much as a defense policy that did 
not take the military threat into consideration. 


Nevertheless the German defense contribution--even with a smaller increase than 
last year--will still be among the highest group of the European allies. In the 
process, the expenditures will be transformed in a particularly effective manner 
into defense capability by a high amount of capital investment. In this way de- 
fense capability by a high amount of capital investment. In this way defense 
capability remains as the necessary basis for efforts toward detente, arms control 
and arms limitation. 


Defense Budget 1970-1981 


The yearly expenditures shown in the defense budget (Individual Plan 14), have 
risen from 19.4 billion marks in 1970 to 42.1 billion marks in 1981. This means 
a total growth of 116.7 percent, or an average yearly increase of 7.3 percent. 


fhe main area of increased expenditures was in military procurements for the 
modernization of the Bundeswehr's equipment for a total increase of +173 percent; 
a yearly average of +9.6 percent. 


The capital investment share could be continually increased from 1971 to 30.9 per- 
cent) on. It amounts to 33.4 percent in tiie 1981 budget. 


Government Proposal for the Defense Budget 1982 


The federal government has set limitations on the framework of the 1982 federal 
budget. The structural change necessary for the satisfaction of the total economic 
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demands in the economy must be supported by financial policy. Maintenance of 
investment activity and employment policy goals requires the reduction of gov- 
ernment deficits and the limitation of the growth of expenditures for consump- 
tion. 


Expenditure framework 1982: 240.8 billion marks 
Expenditure increase 1982: + 4.2 percent 
Net credit receipt 1982: 26.5 billion marks 


(compared with approximately 34 billion marks in 1981) 


The framework is also important for Individual Plan 14. Its particular signif- 
icance, however, is seen in an expenditure volume of 43.83 billion marks. This 
is about 1.77 billion marks, or +4.2 percent, more than in 1981. Therefore, 
Individual Plan 14 is increasing at the same rate as the federal budget in spite 
of the limitation in expenditures. After the Labor and Social Budget, it is the 
second largest individual plan in the federation. Its share of federal expendi- 
tures and of the gross national product remains with 18.2 percent and 2.7 percent 
respectively at the level of last year. 


The figures in Individual Plan 14 are--as the total federal budget--calculated 
according to the price, wage, and legal conditions of 31 December 1980. 


In order to limit the risk of future price increases real prices were set as a 
basi. in the following areas: 


TORNADO 30 June 1982 
AWACS 31 December 1981 
Exchange rates of the American and 

Canadian dollars as well as the English 

pound in the areas of procurement/ 

military maintenance/foreign training 30 June 1981 
Fuel/heating oil 10 August 1981 


Individual Plan 14 will also receive from Individual Plan 60 the personnel im- 
provement funds for adjustment of pay raises in 1981 and 1982. 


Besides this, the nominal increase in the level of growth of federal expenditures 
caused by a reshuffling of working capital in the investment area will be added 
to in the amount of about 500-600 million marks according to the goals set by the 
federal government. 


Defense Expenditures According to NATO Criteria in 1982 


According to NATO rules, which are supposed to make possible a comparative eval- 
uation of the dezense accomplishments of all members, the government budget plan 
for 1982 provides for a further increase in NATO defense expenditures of 2.43 
billion marks, up to 54.73 billion marks (including expenditures for Berlin in 
the amount of about 14.47 billion marks: 69.20 billion marks). 


This means a growth of +4.6 percent (including the Berlin expenditures, +4.8 per- 
cent). The real result depends upon the price increase of 1982 and will not be 
calculable until the end of the year. 
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Main Points of Indivicual Plan 14 
The main increases in expenditures lie in the following areas: 


+7.9 percent: As a result of the improvement in the structure of expenditures 
at the cost of operating expenditures, military procurements could be increased 
by 839 million marks, or +7.9 percent. This is sufficient to finance the new 
weapons series and to continue the projects now under contract. However, the 
planned purchase in 1982 or 2,100 five-ton trucks had to be put off to a later 
time. 


+7.2 percent: One hundred and ten million marks, or +7.2 percent more than last 
year, are provided ror military technical research, deveiopment, and testing. 

In this way, the current projects can be continued. However, the laws accom- 
panying the doubling of the increased value tax for engineering works planned 
for the 1982 budget will have a burdening effect. 


+19.0 percent: Also as a result of the improvement of the structure of expendi- 
tures, within the infrastructure of the German contribution to the NATO infra- 
structure, im accordance with the NATO infrastructure program for 1980-1984, 

275 million marks could be piled up. This is +106 percent more than last year. 


fhe large construction programs will be continued with a year's figure of 1.2 
billion marks. Funds for smaller construction will be increased, and the imme- 
diate program for the improvement of unforeseeable housing and work areas will 
be continued with 90 million marks. 


The personnel area will be relieved by the measures taken to reduce expenditures 
for consumption. 


-0.6 percent: Personnel expenditures will therefore sink in relation to last 
year by 104 million marks, or 0.6 percent, although unavoidable, legally-based 
increased costs must be © )vered (increased contributions to health, retirement, 
and unemployment insurance of those eligible for military service, increased 
costs for medical care, etc). 


In the other budget expenditures, 396 million marks are provided to offset price 
increases. 


+6.3 percent: Keduced costs as a result of the improvement of the expenditure 
structure (elimination of the savings requirement for those undergoing basic 
training). 


+6.4 percent: The amount for material maintenance is increased by 274 million 
narks, or 6.4 percent. Of this amount, 80 million marks go to the rise in operat- 
ing costs for AWACS as a result of the acceptance of the flight service. The 
price rise for services and materiel is only partially balanced out. This forces-- 
as it does In thre whole operational area--a tighter management. 


In other investments, the program for measures on energy savings in federal 
buildings will be continued with 50.1 million marks. 





Defense Expenditures and the Economy 


From .970 to 1980 the Bundeswehr issued direct contracts to German firms in a 
total value of about 103 billion marks. Of this, industry had by far the great- 
est share with 81.9 percent, or 84.8 billion marks. Business and trades had 

8.9 billion marks and 3.0 billion marks respectively. Added to this are the 
construction contracts issued by the financial construction administrations of 
the states in the name of the federation in the amount of about 19 billion marks. 


Beyond this, the regional infrastructure is supported by federal financial aid 
for initiating, and maintaining operations of the cities and communities as well 
as for schools and sport installations. Since the establishment of the Bundes- 
wehr, about 166,000 dwellings and family homes for Bundeswehr members have been 
constructed and modernized. For this more than 6 billion marks were expended. 


The amounts paid to the soldiers and civilian workers of the Bundeswehr create 
buying power at the bases from which the economy profits. 


Personnel Positions 
Military Personnel 


1. The large peacetime strength of the armed forces remains unchanged at 495,000 
soldiers. 


The support structure also remains unchanged. 








f Organizational size 
Soldiers 467,000 
) Variable size of number of 
493,000 Trainees carried over 10,000 
Soldiers incareer training 12,000 
Reservists 6,000 
‘Number and structure of the approved plan 
positions/positions: 
495.000 ) Positions and position requirements 
bhai Career and limited-time soldiers 270,000 
Under military service obligation 219,000 
Reserves 6,000 
A change is planned in the amount of 
monies appropriated for 1982 
495.000 Amount of money appropriated 1981 1982 
. Career and limited-time soldiers 259,000 251,000 
Service obligation 230,000 240,000 
Reserves 6,000 4,000 
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On the other hand, the amount of money for career and limited-time soldiers 

is reduced by 8,000 positions from last year. The reason is the extra increase 
of soldiers with only 2 years obligation. The structurally correct portion of 
2-year obligations of 38,073 is at present greatly exceeded. In 1981 there are 
approximately 56,000, 2-year obligations in service. Since the service time of 
a 2-year obligatory is only 9 months longer than one with 15-months requirement, 
since only 10 percent become officers and only about 10 percent sign up for a 
longer period of service, the disproportionate increase of 2-year obligatories 
only serves to a small extent to make up for the lack of time soldiers (grades 
3-15). Added to this are the higher personnel costs for a 2-year soldier (about 
25,500 marks per year). When one compares these costs to the personnel costs of 
a basic regular soldier (about 14,200 marks), it appears justifiable to reduce 
the excess amount of 2-year positions from 1982 on over a course of 4 years. 


Accordingly, the amount of money for positions for obligatory soldiers to balance 
the 2-year obligatories who areto be reduced is increased by 8,000 positions. 

Two thousand further obli,atory soldiers serve to balance out the planned reduc- 
tion in 1982 of training places in an equal amount. 


Of the planned reserve slots in the amount of 6,000 with increase to 7,000 from 
1982 on only about 4,800 were taken. This is connected to the fact that Army 


Structure 4 will not be achieved as planned in three yearly steps, but in six 
steps. 


A reduction to 4,000 reserve positions seems justifiable, particularly when in 
1982 as well still about 124,000 reservists will have the opportunity to perform 
training. From 1983 on the problem must be reconsidered according to the progress 
made in the reorganization of the army. 

Army Structure 4 

Position changes within the constant position requirement: 


Third Step 


500 positions as the third step in the realization of the army structure. 


10 Lt Cols Batt Commanders/2nd in command/Staff officers in staffs 

10 Majors Deputy Batt COs/staff officers in staffs 

10 Captains Company COs/officers in staffs 

200 Lts Plat leaders/battervy COs/vehicle COs/staff officers 

270 Sergeants Platoon leaders/deputy plat leaders/battery troop leaders/ 


noncommission:d officer positions in military police 





S00 


rhe positions are necessary in 1982 tor the reorganization of the air land divi- 
sion and other units--equipment units as well--as well as for already accomplished 
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reorganizations/new positions in the framework of Army Structure 4, and in the 
framework of the coverage of some replacement needs in leadership requirements 
in the troops. 


The new positions will be balanced out numerically by the removal of 500 posi- 
tions of Special Group A2. 


In the budgets of 1980/1981, 488 positions had already been granted each year. 


In 1982 also almost half of the 3,000 new positions required by the army struc~ 
ture model of the federal forces for Army Structure 4 could be provided. 


Additional costs in 1982 are about 7.6 million marks. 


The positions necessary for Army Model 4 in special group A8 with A to Al4 are 
at the same time suitable to make a contribution to the reduction of the assign- 
ment blockage in the army. With the positions planned for 1982, 635 positions 
would accordingly be available by which a start in the solution of this impor- 
tant problem in the defense forces can be made. 


For the rest, the armed forces in the budgets of 1981/1982 are exempted from the 
1 percent reduction of positions. 


Civilian Personnel 


The number of plan positions and positions for civil servants, employees, and 
workers is almost unchanged with 174,243 (-11 in comparison with last year). 


No position additions or position upgradings are planned for 1982. On the con- 
trary, the number of positions is reduced on the basis of the 1981 budget law and 
the proposal for the 1982 budget law. 


In 1981, 1,267 positions for civil servants and employees are eliminated. 


In 1982, 1,743 positions for civil servants, employees, and workers are to be 
saved; also 13 positions among receivers of charity. 


Personnel Expenditures 


The measures for improvement of the expenditure structure (page 5) led toa 
reduction of personnel expenditures by 104 million marks in relation to last 
year. The total amount of savings in this area is about 400 million marks, 
considerably higher than the reduction of personnel expenditures. With *he 
amount saved, demonstrably legal or price-based cost rises had to be covered 
first of all. 


rom 1982 on there will be about a 6 percent increase in the costs of retire- 
ment, health, and unemployment insurance of service obligatories as well as 
further imsurance of career and time soldiers; increased requirement: about 
153 million marks. 
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Social Expenditures in Individual Plan 14 (in 1,000 DM) 





Chap. Type of Expenditure Ant Projected jected More (+) 
1980 1981 1982 Less (-) 
Cols 4 
1 2 3 RY 5 6 
A: In the personnel area 
14 01 Welfare personnel 226 221 221 
Assistance 160 ,00 165,000 #5 ,000 
Support and 
Welfare measures 307 515 515 9 
Increases Zor 
community care 12,047 12,100 12,100 
Day Care Centers 87 80 80 0 
costs sccording *o 
the Work Safety Law 
402 Equity Expenditures 182 35 95 
Aided Heating Costs 1 0 2) 
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14 03 Legal Assistance Measures 6,032 6,400 
14 O04 ocial Coumselina Personnel 14,900 5,20 15,208 
30 0 


areer Improvement Personnel 
ravel costs and care 
re increases for workers 
in outlying areas 3,225 3,100 3,900 -190 
L& 05 Tareer Improvement by 
Sundeswehr special schools 14,208 15,500 13,088 -2,412 
lareer Improvement by 
schooling arrangements 
Dutside the Bundeswehr 1 
Medical Care 1 
Increases in promotion o 
voluntary health care 2,443 2,443 2,571 +122 
Ise of civill care 
‘enters 133,975 129 ,000 133,900 +4 ,000 
ls 21 nereases in h costs 
or apprentices 169 170 170 0 
L& 23 Further insurance for 
° 


cD 


% 


iiacharged career soldiers 

and time soliters 387 , 000 450 ,000 500 ,000 +50 ,000 
Trips home for ailitar; 

oay recipients 124 ,031 138,900 143,000 +4 10 
Sundeswenr leave tickets 12,173 13,400 13,10 = 300 
Social security contributions 

for obligatory soldiers 1,317,935 1. , 379,200 1,209,400 -169 , 860 
dousing Maintenance 216, 324 335 , 300 204 ,900 =130 400 











Sum A: 2.796, i311 2 947 665 2 745.090 -202 775 





ls iS Shared Social Sutldings 
and NCO housing & ,000 2,900 1,000 -1 ,900 
Ifficer housing 5,452 5,000 1,000 <4 ,00 
Slifer housin b .738 § 000 5,000 ,000 
Sum 3: 1§ 579 13,900 7,000 -6 ,300 





Materiel Sector 
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Adjustment of fund allotments for career and time soldiers to actual need, since 
as a result of the increased rise in time soldiers the fund allotments are com- 
pletely used up. Increased requirement: about 104 million marks. 


In the medical area, the cost increases are on the average 10 percent = about 42 
million marks necessary. Involved here are the increased costs of dental treat- 
ment, medical examinations, treatment buildings and assistants. Increased costs: 
about 42 million marks. 


Finally, increased costs for trips home must be balanced out because of the rise 
in the number of basic trainees. Increased costs: about 5 million marks. 





Total: 304 million marks 


The funds necessary for a balance of income increases as a result of the salary 
decisions in 1981 will be transferred to Individual Plan 14 at a later time from 
Individual Plan 60. The same is true for the increased financial need brought 
about by the wage decisions in 1982. 


Material Maintenance and Operation 


The increase in the 1982 amount corresponds approximately to the rate of increase 
of last year. The higher amount is for partial coverage of the price rise in 
services and materiel. It also must be taken into consideration that the operat- 
ing costs for the NATO early warning system AWACS are increasing from 15 million 
marks last year to 94.8 million in 1982, because the first aircraft will be sta- 
tioned at the main base of Geilenkirchen and initiate flying operations. 


The main points are the amount for the maintenance of the vehicles (Wheel/ track) 
with 1,440 million marks, and for the maintenance of the aircraft with 1,230 
million marks. 


The considerable cost pressure makes continual efforts at automation necessary. 
This is even more true since the high-priced modern equipment also requires tech- 


nically qualified maintenance measures and therefore causes correspondingly 
higher costs. 


The increasing trend of operational costs rests on the general price increase 
(+6 percent) and charge increases. 


The management of the bases becomes more expensive because of increases in the 
prices of heating oil, solid fuels, electricity, gas, and water. 


In comparison to last year, for example, the most important fuels have increased 
in price as follows: 


All possibilities of saving energy are being utilized as a result of this increase. 


In 1980, savings were achieved in: 


heating oil 8.6 percent 
solid fuels 7.2 percent 
and 

district heating 7.3 percent 
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With energy saving construction measures, for which in the area of other invest- 
ments since 1980 50 million marks yearly are estimated, 1981 and 1982 can aim at 
a further decrease in consumption. However, it is not possible to meet the cost 
increase in this way alone. Therefore, the amount lies at a total for 1982 of 
120 million marks over that of 1981. 


For building maintenance, 650 million marks are provided. This is 140 million 
marks more than 1981. The higher amount makes it possible to bring inadequate 
housing and work places more quickly into line, to avoid capital losses, and in 
this way to contribute to a noticeable improvement in housing. 


For training abroad, 102 million marks more than in 1982 are estimated. The train- 
ing of Bundeswehr pilots in the United States has become more expensive mainly be- 
cause of the high fuel costs. Along with this there is the estimated increased 
dollar exchange for 1981. 


Besides this, the payments for co-utilization of foreign military bases have 
risen by 113 million marks. The number of flying hours in MRCA training in 
Cottesmore will double when the training capacity has been completely built up in 
the course of 1981. 


The same amount is provided for fuel as in 1981, namely 1,034 million cubic 
meters. The amount provided of 862 million marks corresponds to the price level 
of 10 August 1981. In relation to last year, 23 million marks less are estimated, 
because from the 1981 amount the additional tax on supplies on the basis of the 
rise in the mineral oil tax had to be paid: The further price increase for 1981/ 
1982 is to be expected. Nothing has been changed in the necessity to deal spar- 
ingly with fuels in all areas. This means that maneuvers must also be limited in 
1982 in extent and duration. Heavy transports will also have to be shifted in the 
future from roads to rails. 


Research/Developmgnt/Test ing 


The amount for research and development will be increased by 110 million marks to 
about 1.64 billion marks. ‘This is the first increased amount since 1979. Of this 
yrowth, 90 million marks go to the completed develcpment of the fighter plane, 
‘Tornado. 


The increased sales tax must be paid from this amount, when, from 1 January 1982, 
enyineering work will no longer be taxed at the rate of 6.5 percent, but by 13 
percent. A burden of the amount of 70 to 100 million marks is estimated. This 
leads to a limitation of the funds actually available for purposes of research 
and development. Therefore only the current developments can be continued. 


Individual provisions are: 

for military technical development and testing 1,435 million marks. 
for military technical research 193 million marks. 
for military research, development, and testing beyond 


military technology (military medicine, psychological 
warfare, medical corps, maintenance, clothing, housing) 16 million marks. 








In the area of military technical development and testing in 1982, the plans al- 
ready begun will be continued. This deals particularly with tanks, tank defense, 
army reconnaissance, artillery, sea and air defense, modernization of direction 
and communications systems as well as future technology. 


Research tasks for the Bundeswehr are carried out by nonprofit institutions as 
well as by industry. 


For the basic financing of these research arrangements, 143 million marks are 
provided. For individual military technical research contracts to be issued, 
which in the main remain unchanged from 1981 in the areas of electronics, aero 
and hydro dynamics, raw materials and ballistics, 50 million marks are provided. 


For military research, development and testing outside of military technology, 
the main points are, as last year, in research and development in medical ABC 
protection (amount: 11.3 million marks). 


Military Procurements 


Military procurement will increase over 1981 by about 839 million marks, or 7.9 
percent. 


The higher rate of increase of military procurement in the 1981 budget at 21.6 
percent came exclusively from the increase of the amount for MRCA. 


After the continual growth since 1971, military procurement in 1982 will reach 
a 26.3 percent share of the defense budget. 


Since 1971, military procurement has increased yearly by about 3 percent in real 
value, even in consideration of the rise in prices. 


The assignment of procurement funds is characterized in 1982 by central points 
that are to finance the continuation of change in generations of large weapons 
systems: 


MRCA 3,150 million marks 


With the above average increase in the i981 budget an appropriation height of 
3,065 million marks was reached, from which point from now on smaller rates of 
increase will be enough to continue the program. The attempt will be made, in 
cooperation with the allies Great Britain and Italy, to smooth out the course of 
production in the coming years, and to reach constant unit payments in the 
delivery of aircraft. 


Combat Tanks: 2,100 million marks 


The procurement of the combat tank Leopard 2 is to be continued with a further 
step (third allotment). 








‘shad goss 8°20 million marks 


fhe funds are needed specially for the construction of frigates 122 and speed 
boats 143A. The first two frigates are to be delivered in 1982. The estimate 
on the frigates was made according to the figures of the contract. 


Aircraft 670 million marks 


The funds are provided, among other things, for antitank helicopters and liaison 
helicopters that are to be delivered in increased numbers in 1982. 


AWACS 467 million marks 


The Germany yearly contribution to the NATO early warning system AWACS will be 
doubled in 1982 (33.9 percent) over last year (15.3 percent). 


This corresponds to the contracts, according to which the German payments were 
at first under the agreed upon amount (30.7 percent) and will only rise with a 
continuation of the program. 


In consideration of these high payments for the main elements in procurement, 
only smaller amounts can be provided for communications equipment, general field 
material and wheeled vehicles than in 1981. With the amount estimated for mili- 
tary procurements, the generation changes in large weapons systems can be con- 
tinued. An exception occurs to some extent in the 2,100 five-ton trucks that 
belong to the following generation of combat vehicles; as yet there are no 
delivery contracts for them. This procurement must be delayed in order within 
the framework of the 1982 ceiling to make up for the currency losses that have 
appeared since the beginning of the budget preparation in relation to the U.S. 
dollar. 


The new weapons generation costs, according to the key price date of 31 December 
1980, about 65 billion marks. By 1981, 28 billion marks will be paid. In 1982, 
8 billion marks are estimated. In 1983-1985, 20 billion marks must be paid. The 
remaining amount of 9 billion marks will only be due over a long period of time. 


For the procurement of ammunition, 1,635 million marks are provided. With this, 
the amount is increased over last year by 150 million marks, and it makes possi- 
ble an improvement in ammunition reserves. 


In detail, the amounts for military procurement show the following picture: 


in million DM 





Chapter 1981 1982 
14 08 Medical material 70 72 
14 10 Provisions 100 102 
14 11 Clothing 375 410 
14 13 Engineering material 52 50 
14 14 Communications material 475 435 
14 15 Field material 4,275 4,635 
14 146 ABC Protective Material 49 55 


[continued ] 
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14 17 Quartermaster material 50 45 


14 18 Ships and Naval Material 815 850 
14 19 Aircraft, Missiles 4,190 4,390 
14 22 AWACS Contribution 221 467 
Total 10,672 11,511 


Appropriations for Commitments 


In the 1982 defense budget about 10.9 billion marks are estimated for appropria- 
tions for commitments. ; 


They enable the conclusion of contracts for long range measures, particularly 
in research and development, procurement, material maintenance, and infrastruc- 
ture also at the cost of future budget years. 


The division of appropriations for commitments for defense investment tasks is: 





--Military Procurements 7.037 billion DM = 64.6 percent 
--Military Installations 0.990 billion DM= 9.1 percent 
--Research, Vevelopment, Testing 0.909 billion DM = 8.4 percent 
--Other investments 0.101 billion DM = 0.9 percent 
Total Investments 9.037 billion DM = 83.0 percent 


The Operational Expenses include: 


--Material Maintenance 1.850 billion DM = 17 percent 
Total 10.887 billion DM = 100 percent 





As already in 1981, the appropriations for commitments estimated in Paragraph 4, 
Section 8 of the proposal for the 1982 budget law in the chapters on material, 
14 13 - 14 20 are limited to a share of 20 percent. 


Requisition requires the approval of the budget committee. 
Middle Range Financial Planning to 1985 


In the 15th financial plan, the following levels for Individual Plan 14 are 
provided: 


In millions of DM 





1982 _81 
Troop housing 378 291 
Service and Working Buildings 195 200 
Exercise and training structures, including 
schools and universities 154 178 
Storage places and depots 103 102 
Hospitals 29 43 
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MILITARY FEDERAL REPUBLIC OF GERMANY 


ADDITIONAL CUTS IN DEFENSE BUDGET NEEDED 
Hamburg DER SPIEGEL in German 4 Jan 82 pp 24-25 


[Article: "Hammers And Ladders: Defense Minister Apel Can Only Check Price 
Increases For New Weapons Systems By Further Economy Measures" 


[Text] "With all calm ard collectedness," the defense minister announced recently 
that he will reveal at the budget debate of the parliament at the end of January, 
what will be going on in the Bundeswehr in 1982. Said Hans Apel, "then everyone 
will have to face up to the responsibility." 


The truth could be frightening, because the first top-line calculations of the 
defense ministry show that the defense budget which had been cut by the cabinet 
and the budget committee still does not balance out. The FRG Armed Forces, forced 
to underteke economy measures, are still marching and flying as usual. But the 
costs for new weapons programs are rising faster than the estimates for armaments 
allocations. There will have tw be new cuts and eliminations of costs. 


The planners at the Hardthoehe staff headquarters--just with their pet projects the 
jet fighters "Tornado" and "Alpha Jet", the main battle tank “Leopard 2" and the 
"Gepard", the frigates F 122 and torpedo boats 143 A--are insisting on such a jumble 
of obligations that by 1986 nothing will be able to operate any longer, according 

to Apel. Of the necessary DM 65 billion (December 1980 prices), there remains, 
according to Apel's procurement officers, 37 billiou to be paid. 


Yet even this calculation is wrong. Armaments firms usually have a monopoly they 
can press more vigorously than can firms which produce items for civilian markets 
and are under competitive pressures. The annual price increases for weapons are 
some 3 to 4 percent higher than the average. 


Even the price level for December 1981 gives evidence of this: Apel had to pay out 
not DM 37 billion, but more than DM 40 billion. With the DM 838 million increase 
in the weapons procurement budget over 1981 (more than 7.9 percent) the defense 
minister can even begin to catch up with price increases. 


The "miracle bird" Tornado, developed jointly by the British, Germans and Italians, 
alone will swallow up DM 3.1 billion this year--or so it says on paper. Although 
Bonn, London and Rome have agreed to cut back production from 60 to 40 aircraft, a 
surcharge is certain: the English and the Italians both report cost explosions of 
between 15 and 25 percent. 
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The costs of the Tornado system, including spare parts, maintenance and testing 
equipment, has increased within a short span from 67 to 75 million DM per aircraft 
--and still rising. 


The Hardthoehe procurement officers have to fear inflation from the builders of 
ships, tanks and artillery as well, because the contracts, concluded back in the 
best of economic times, can call for penalties for non-performance in the event cf 
larger cuts. Bonn agreed on production costs, to which the armaments firms could 
add 3 to 5 percent as profit: the higher the costs, the higher the profits. 


"The key problem" according to the defense minister, "is and will continue to be 
the financing of new generations of armaments. This will bring us problems that 
will be enormous until 1984/85." 


The "rethinking" that Apel's secretary of state Joachim Hiehle sought once again 

at a recent meeting of higher commanders at Ingolstadt, cannot, for the moment, 
even begin. The showpiece weapons are only now starting to come off the production 
lines, although militarily they can not yet make sense. 


The Tornado will be delivered this year to the first naval air squadron, although 
it does not yet fulfill all requirements: it has not yet been test flown. In 
addition to that, the new ammunition needed to make it into an effective weapon is 
not yet available. 


The Leopard 2 is operating without a modern radio apparatus; the armored anti-air- 
craft weapons carrier "Roland" lacks the newly developed directional system that 
would assure its high accuracy. Says one high-ranking officer in Bonn, "expensive 
showpieces." 


Smaller and simpler solutions get lost: in Bundeswehr ordnance depots some 160 
TOW anti-tank rocket systems are stored, which were to be mounted on the tank 
destroyer "Jaguar". Yet the money for their refitting is lacking. They navy can 
take no steps toward modernising its U-boats, the Luftwaffe is forced to mothball 
older aircraft. 


Nonetheless, in the last weeks of the year just passed, there was plenty of flying, 
driving and shooting. The military, which held to spartan thrift for the first 
time since the Bundeswehr came into existence, were complaining at the beginning 

of 1981 that they could no longer fulfill their mission because of limits on fuel 
and ammunition. At the end of the year it transpired that they were having pro- 
blems using up their supplies. 


"I cancelled all unnecessary driving, but kept training exercises up to full 
standard," reported one armored brigade commander to his inspector. "In the last 
few weeks we were flying come hell or high water," reported a squadron leader to 
his chief of staff. 


It even turned out to be useful that the number of flight hours per pilot was 

reduced fro: 180 to 150. Until then pilots had flown their jets to target ranges 

at leisurely cruising speeds, while now they have to practice aerial combat and 
navigation drills on approach and return flights. Luftwaffe Chief of Staff Friedrich 
Obleser reported proudly, "We're using our time better. That has its advantages." 








That there is still more air in the defense budget is evident from the stubborn 
negotiations within the budget committee at the end of last year. The deputies, 
without respect for the groans of the ministry officials, were making cuts wherever 
possible, saving in the end some DM 300 million. 


The thrifty deputies were not intimidated even by Apel's warning that "the end of 
the flagpole" had been reached. "To be able to see that far, said FDP committee 
member Wolf-Dieter Kummer, "I'm going to need a telescope." Together with Brigitte 
Traupe of the SPD, he demanded a cut of DM 2 million in the heading "engineer 
supplies" for example. With that Bernhard Friedmann of the CDU saw the function 

of the Bundeswehr in danger: "Don't you know that the Cossacks are at the door?" 


Eberhard Hubrich on the other hand, budget chief of the Ministry of Finance, was 

not quite so agitated. When asked what such a cut would mean, he opened his 

account book. Among other things, said Hubrich, 2166 wooden mallets and 400 ladders 
would not be able to be procured. 
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MILITARY FEDERAL REPUBLIC OF GERMANY 


NAVY TO PURCHASE TEN S-143A FAST PATROL BOATS BY 1984 
Bonn WEHRTECHNIK in German Dec 81 p 50 


[Text] A tradition, abandoned at the beginning of the 1970's for political reasons, 
of giving names te boats at their launchings has now been newly revived on December 
25 at the launching of the first P.T. boat of the class 143A. Along with its 

number, S7l, the boat received the name GEPARD from Ursula Bethge, the navy 
inspector's wife, who christened it. By the fall of 1984, the FRG Navy is to 

rec: ive ten of these boats, which are significantly improved especially as far as 
their antiaircrairt defense is concerned, as opposed to the older sister class, S-143. 
They are to replace ten boats of the ZOBEL class (S-142) from the years 1962 to 1963, 
which have since lost the capacity to meet the challenge. 


The ter, which are to go to the 7th P.T. boat squadron in Kiel--the first one is 

to go into service there at the end of next year after extensive functional tests 
--cost DM 1.15 billion according to price levels at the end of 1980. A high price, 
to be sure; but it would have been even higher if they had not followed the ship 
technr logy of the S-143 sc closely and if the weapons had not been in part supplied. 
The S-143A (pronounced 143 Alpha) differs from the S-143 essentially because of an 
improved Elo-Ka system, a more combat-efficient AGIS weapons system (Automatic 
Battle Information System, P.T. Boat), mine laying capability instead of torpedo 
launchers and a RAM missile launcher on the afterdeck for defense against airplanes, 
and surface missiles in place of the 76 mm gun. The 76 mm bow gun and the four 
EXOCET MM-38 surface missiles will be retained. It remains to be seen, whether the 
RAM missile will be ready in time. Living quarters for the crew in the stern will 
also be improved because the RAM launcher takes up less room under the deck than a 
76 mm gun. 


As is customary at the launching of prototype ships, there was a "big show” from 
Bonn (headed by secretary of state Dr. Leister), from the navy (headed by inspector 
Ansgar Betage and a ‘ot more brass) and from industry (general contractors, ship- 
varé owners, suppliers). Everyone expressed their joy about the job well done, 
only the emphasis varied slightly. Dr. Leister added a sour note by indicating 
that the modernization of the P.T. boat is approaching its end "with the present 
launching and the now forseeable time until the fleet will take over the class 
143A P.T. boats. Stated more clearly: No further ?.T. boats will be built so 
quickly--that means harder times above all for the Luerssen and Kroegerwerft ship- 
yards which build seven and three boats respectively, or generai contract»rs like 
AEG-Teletunken who is re. ousible for the construction of the S-143A. Gert 
Luerssen, proprietor of the Fr. Luerssen shipyard, addressed this state of affairs: 











"I combine this expression of thanks (to the defense ministry, the navy, union, 
general contractor--Ed.) with the hope for further good cooperation in the continued 
pursuit of this project. The building and launching of this boat shows anew the 
ability of our country's medium-sized shipyards. We hope optimistically that the 
reliability and the experience of the medium-sized shipyards, proven over many 
decades, will also find consideration in future projects in our traditional areas." 
(That means they will also participate sufficiently in the building of the thirty 
planned mine layers 343 and mine hunters 332. 


Then Dr. Leister advertised for Luerssen: "German PT boats have from the very 
beginning--comparable to German tanks--always had a good reputation. This reputa- 
tion and the history of the German PT boat is inseparably attached to a name--to 
the Fr. Luerssen Shipyard. 


This shipyard is the founder of all PT boats. I remind you only of the year 1890, 
when Friedrich Luerssen built the first motor boat with a Daimler motor in Vegesack. 
No other shipyard can look back on such a long tradition in PT boat building as 
Luerssen can. The trust of the Bundeswehr, especially the navy, in this ship- 
builder is based on many years of good experience. This was newly documented with 
the contract for the Class 143A boats. Luerssen received with that the possibility 
of maintaining and further developing his own know-how.” 


Maintenance of know-how and its further development--what German arms manufacturer 
does not desire this at a time of scarce means for progress and development in the 
arms field. A little later Dr. Leister explained which marginal conditions will 
exist in the future: "Defense capability and combat readiness of the Bundeswehr 
will be strengthened. Yet even the Bundeswehr must economize. This means, among 
other things, that new weapons systems may no longer cost a multiple of the systems 
they replace. We all, whether we are in the military, the field of arms production 
or industry, must change our way of thinking in every respect and become creative. 
Not the technically possible, but rather that which is militarily necessary and 
financially realizable must be the goal. New weapons systems may not become more 
and more complicated in terms of operation and maintenance. Installations and 
devices must be tailored to the draftee. We want to maintain a draft army in the 
future also. The specialist in operating tlie weapons system, who has been trained 
for years and is therefore highly qualified, must not become the rule.” 


Dr. Jaeger, head of high frequency technology at AEG-Telefunken, general contractor 
for the $-143, and therefore--although Bavarian by birth--more strongly tied to the 
navy than others from the interior of the country ("I have, by the way, written my 
thesis on the use of high frequency technology on warships"), then likewise adver- 
tised loudly for his troubled company. This boat "is at the same time already the 
eleventh PT boat which we will deliver to the navy as part of our responsibility as 
general contractor. Ten S-143 PT boats have already been completed by us and have 
been in operation for years in the navy. As one hears unanimously from important 
Navy circles, it is a good ‘product.’ According to information from technical 
reports by the naval operations staff, they reach an especially high degree of 
deployment capability on missions, and fulfill the high demands by the navy to 
complete satisfaction. These are appraisals of which we can truly be proud. lI 
view this very good outcome as a result of especially good cooperation between the 
shipyards, the Luerssen and Kroeger shipyards and us, the AEG-Telefunken who, as 





general contractor, is not entirely inexperienced in weapons and guidance systems." 


He could not resist making a dig regarding the Tornado and the frigates (in which 
AEG-Telefunken, however, also shares a "substantial" interest): "However, I would 
also like to mention that this contract, which is being negotiated, also concerns 
a major German arms project which is directed and developed by the general con- 
tractor in all peace and quiet, with ounctuality and without arousing the public. 
I think that this, in view of other programs, which I don't even need to mention, 
appears to be noteworthy.” 


Pride was also shown by Gert Luerrsen, who alluded in his speech to the fact "that 
we have created the condition for an even better construction and development of 
boats with the new workhall that has been built here. The hall offers sufficient 
space for eight boats of this size. The wooden hulls will be brought into this 
new complex after their completion in the construction hall, and are further worked 
on until they are ready for operation. This means both that our workers were 

given improved, protected working conditions, and that we in addition, achieved an 
improvement in quality through protection and temperature regulation, especially 
the protection for electronic parts. This means that upon completion, testing can 
begin at the pier.” 
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GENERAL INTERNATIONAL AFFAIRS 


ESA TO CONTINUE SOLAR-POLAR MISSION; GERMAN FIRM IN CHARGE 
Paris LA RECHERCHE in French Dec 81 pp 1345-1346 


[Text] Europe is continuing the ISPM (International Solar Polar Mission) solar 
probe outside the ecliptic project, in spite of the "dropping" by the United States. 
The new head of NASA, James Beggs, officially confirmed abandonment of construction 
of the American probe in a letter addressed to the European Space Agency [ESA], 
dated 1 October 1981. On that same day, a special meeting of ESA's European Com- 
mittee on Scientific Programs decided to continue to project with the European 
probe alone whose construction is already half completed, under the responsibility 
of the German Dornier company. This probe will make it possible, for the first 
time, to explore the third dimension of the solar system at the end of a four-and- 
a-half-year-voyage. It will be launched toward Jupiter to use the "sravitational 
springboard" effect of the giant planet, in order to come out of the plane of the 
ecliptic (from 70° to 80°) and to return to fly over the sun by the poles. 


Nevertheless, ESA cannot carry out that kind of mission alone. Even in its most 
powerful future versions (Ariane 3 and 4), the European launch vehicle is not power- 
ful enough to launch that kind of probe (320 kilograms) outside the plane of the 
ecliptic. Moreover, the United States alone has the radioisotope generator in- 
dispensable for powering the probe during its flight to Jupiter (a solar generator 
would be too cumbersome). NASA has declared in principle--but without formal guar- 
antees--that it is ready to support the European mission, especially by providing 
launching (with the Shuttle) and tracking services (data receiving stations), as 
well as the radioisotove generator. In exchange, some American experiment will 

be carried on the European probe, as scheduled. But ESA is said to want to move 
the launching forward to 1984, originally scheduled for 1983 and postponed to 1986 
at the request of NASA. This remains entirely to be negotiated. 


The ISPM affair, coming up after other "difficulties" with NASA (European experi- 
ments with the GRO [expansion unknown] probe, training of European astronauts, 

and so on), produced a deep shock in Europe. In addition, ESA has decided to re- 
vise the procedures for space cooperation with NASA. It hopes to find a new agree- 
ment formula offering Europe satisfactory guarantees of "reliability." But this 
will be very difficult, because the iSPM affair has revealed that the United States 
does not regard itself bound by the commitments contracted in this kind of inter- 
national space agreements! 








CENERAL FRANCE 


FRENCH-SOVIET ARCAD SATELLITE EMPLOYS SPECIAL COMPUTER 
Paris LA RECHERCHE in French Sep 81 pp 988-989 
[Article by Paul J. Antony: "Exemplary French-Soviet Cooperation: ARCAD"] 


[Excerpts] Arcad 3, the first satellite truly designed and produced jointly by the 
Soviet Union and France, is going to be launched starting 20 August from a Soviet 
base.* It is intended for studying the earth's polar magnetosphere within the 
framework of a program prepared jointly by the National Center for Space Studies 
(CNES) and the Intercosmos Council of the Academy of Sciences of the Soviet Union. 
With Arcad 3, Franco-Soviet space cooperation enters a new stage. It is the first 
time that the payload of a Soviet satellite is produced jointly and that the inte- 
gration of the complete satellite is conducted jointly by French and Soviet spe- 
cialists, in France and the Soviet Union. 


France Listening in Directly on the Experiments 


This satellite, exemplary in more than one respect, is, therefore, going to study 
the magnetosphere, that zone of the earth's environment formed by the interaction 
of the "solar wind" on the earth's magnetic field. Thus, this field is "shaped" 

by the flow of ionized solar particles sweeping cosmic space at supersonic speeds. 


The Arcad 3 mission uses an AUTOS-T new generation automatic satellite furnished 
under the Intercosmos program. Soviet Automatic Universal Stations (AUOS) are 
intended for a vast scientific research program in circumterrestrial space. Two 
types of AUOS satellites are currently in use: the AUOS-T oriented toward the 
earth and AUOS-S oriented toward the sun. 


The main technical originality of the Arcad 3 satellite lies in the use of a French 
computer (CN2B). This 5.6-kilogram computer has a magnetic wire memory (patented 
by the [French] Atomic Energy Commission), with a capacity for 8,000 18-bit words, 
like the memory of the computers equipping the Ariane launch vehicle and the 
Meteosat and Exosat satellites. It will handle operation of the experiments and 
primarily of the French experiment, during the satellite's operating period. The 
computer, which is controlled remotely from the ground, will make it possible to 
optimize the functioning mode of the experiments depending on different criteria 





* Arcad is also called Spoloh [sic; possibly should read Spoloch] in the Soviet 


Union. 





(visibility of the telemetry stations, magnetospheric events, electromagnetic com- 
patibility of the experiments, and so on). 


The various data will be stored on board the satellite ina Soviet magnetic recorder. 
They will be retransmitted at 400 megahertz, in delayed time, by Soviet digital 
telemetry (0.2 to 51 Kbitsa second), when the satellite is in sight of the receiving 
Stations. But, and this is another originality of the satellite, Arcad 3 aiso 

has a French hybrid telemetry at 136 megahertz, including a digital channel (standard 
8.2-Kbit-per-second PCM [pulse-code modulation) and 10 analog channels (standard 

IRIG [inter-range instrumentation group]). By means of this telemetry, data from 

the French experi: 2nts--and data on the satellite's attitude making it possible 

to process them--will thus be received in France directly. 


Close but Limited Cooperation 


The launch window for the Arcad 3 satellite is, in principle, about 10 days starting 
from 20 August 1981, in view of the limited availability of the Plesetsk launch 
base, which seems to be very active. The satellite will be placed in a circum 
terrestrial orbit with a 400-kilometer perigee and a 2,000-kilometer apogee, almost 
polar, inclined 82.5° on the equator and a 109-minute period. After launching, 
about a month is scheduled for putting the satellite in operation and for qualifica- 
tion (deployment of the solar panels and the equipment-carrying arms, stabilization 
of the satellite, degasification of the experiments, checking of the service equip- 
ment and the experiments, and so on). Operation of the satellite will then extend 
for 5 months. 


French Financial Participation of 26 Million Francs 


One more first to be credited to Arcad 3: the operations (remote control, telemetry, 
processing) will be handled jointly. The remote control programs, set up and man- 
aged by a joint Franco-Soviet operational group installed in the IKI [ (Sevie:.) 
Institute for Cosmic Research, will be sent to the satellite by the remote control 
stations in the Soviet network. Reception of telemetry signalswill also be handled 
jointly by a network of eight stations distributed throughout the world, primarily 
in the northern latitudes: Toulouse, Kourou, Adelie Land, Kergueien Islands for 
France; Moscow, Apatity 150 kilometers south of Murmansk, Norilsk in central Si- 
beria for the Soriet Union. A station of the Space Division of the Royal Norwegian 
Scientific and Industrial Research Council (NTNF}) will operate at Troms¢, in the 

far northern part of Norway. A Japanese station is also arranged for in case of 
necessity. Finally, an agreement was also concluded between CNES and Intercosmos, 
in March 1979, to handle jointly operational processing of the scientific data at Tou- 
louse (CNES) and at Moscow (IKI and IZMIRAN). 


Thus, the Arcad 3 program is the most ambitious operation carried out since the 
start of Franco-Soviet space cooperation, which was initiated over 15 years ago. 
French financial participation has amounted to around 26 million francs. Other 
still more spectacular projects are being prepared for the coming years. Espe- 
cially the first flight of a Frenchman on board the next Soviet orbital station, 
Salyut 7, around mid-May 1982, and the sending of automatic probes to Venus and 
Halley's comet in 1985. 
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GENERAL FRANCE 


ARIANE'S SUCCESS CREATES NEW ORDERS; MORE LAUNCHES PLANNED 
Paris LA RECHERCHE in French Sep 81 p 917 


[Text] The successful test launching of the Ariane rocket on 19 June 1981 enabled 
the new European launch vehicle to prove itself, thus erasing the fiasco of the 
earlier Europe 2 launch vehicle. It was, in fact, the first time that a European 
launch vehicle put a payload in geostationary orbit, in this case Meteosat 2 (699 
kilograms), the second European meteorological satellite, and Apple (670 kilograms), 
the first Indian telecommunications satellite. A fourth and final test launching 
is scheduled starting in mid-November 1981 and the first operational launching 

in February 1982. Five launchinss are scheduled firm for 1982. In addition, the 
Arianespace Company, which handles the commercial part of the launch vehicle, has 
already received seven firm orders and 14 options for the period 1983-1985. Espe- 
cially for launchings of the first French telecommunications satellite Telecom l 
(July and October 1983), direct television satellite TDF | (December 1984) and 
Spot earth observation satellite (May-June 1984). 


Production of 24 Ariane rockets altogether is now in progress. This had never 
before been seen with regard to a French or European launch vehicle. And, in its 
stride, Arianespace anticipates taking 20 to 30 percent of the world launching 
market and, therefore, to make 50 to 60 launchings during the next 10 years. More- 
over production of a real family of Ariane rockets has already been initiated. 

In addition to Ariane | (1.75 metric tons in geosynchronous transfer orbit), France 
has undertaken, with its European partners, development of improved versions, Ariane 
2 and 3 (2 metric tons and 2.5 metric tons), tobe available starting in July 1983. 
And a still more powerful version, Ariane 4 (3.5 metric tons), is also being pre- 
pared. It is to fly in September 1985. At that time, a second launch pad (ELA 2) 
will also be available at Kourou to make up to ten launchings a year possible. 


The new French Government should, in principle, back these supplementary developments 
of the European launch vehicle, judging from the favorable statements by the presi- 
dent of the Republic and of the ministers of Research and of Industry. The Ariane 5 
project is scheduled in the longer term. This is the final version of the European 
launch vehicle. This rocket would be capable of putting 10 metric tons in low 
terrestrial orbit. It would especially be able to launch a Hermes piloted mini- 
shuttle or a Solaris automatic orbital station for the purpose of earth observation 
and the manufacture of materials in space. 
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